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EXECUTIVE SUMMARY 


Overall housing activity in Canada is expected to remain strong in 1990. 
Further gains in British Columbia and Alberta, a projected decline in 
mortgage rates throughout 1990, and increased levels of net migration will 
continue to support an overall high level of activity during this period. 
Additionally, low inventories, strong international migration offsetting 
weaker interprovincial migration, as well as assisted rental housing units, 
will support a relatively high level of activity in Ontario. The total number of 
starts for 1990 is projected to be 202,500 units, down slightly from the 
215,382 units started in 1989. 


Newfoundland 


Housing market performance in Newfoundland will reflect the slowdown 
in economic growth. Total starts are expected to decline 11 percent to 3,150 
units in 1990, reflecting declines in fisheries output and increased 
outmigration from the Province. Single-detached starts will decline by 18 
percent while multiple unit starts will advance by 24 percent helped by 
assisted multiple unit starts. 


Prince Edward Island 


Total housing starts are forecast to decline by five percent to 775 units. 
Although lower mortgage rates will increase the demand from first-time 
homebuyers, a slow economy will result in no change in overall demand for 
single-detached units, while rental demand will weaken considerably. 
Single-detached starts will rise by two percent to 465 units, while multiple 
unit starts will fall by 32 percent in 1990. 


Nova Scotia 


After three years of continuous decline, housing starts in Nova Scotia will 
weaken further in 1990. Total starts are forecast to decline eight percent to 
4,950 units in 1990. Single-detached starts are forecast to decline 11 
percent while multiple unit starts will decline five percent. The concentration 
of building activity will be in Metro Halifax, as the city records good 
economic and population growth, while starts in rural areas will weaken in 
response to significant employment reductions in various industries. 
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New Brunswick 


Housing markets in New Brunswick will continue to post modest 
decreases in activity as a result of slower economic growth and weaker 
immigration. Total housing starts will drop eight percent to 3,400 units in 
1990. The number of single-detached units started will decline from 2,909 
units in 1989 to 2,600 units in 1990, while multiple unit starts are expected 
to continue the upward trend experienced last year and are projected to 
reach the near record level of 800 starts in 1990. 


Quebec 


The housing market in 1990 will be characterized by weak domestic 
demand, partially offset by an improvement in total net migration. High 
vacancy rates and cautious investors will contribute to a 15 percent decline 
in total housing starts to 41,700 units in 1990. Single-detached starts will 
decrease from last year’s levels as a result of lower economic growth. In 
contrast high vacancy rates and employment losses for those under 25 
years of age will contribute to a 21 percent decline in multiples in 1990. 


Ontario 


Weaker employment growth, a deterioration in net interprovincial 
migration and affordability will result in a decline in the level of privately 
initiated activity in 1990. Despite a higher level of socially-assisted units, 
the overall level of starts will decline from that of 1989. Total starts are 
projected to decline by 11.4 percent to 82,700 units due to a 17.6 percent 
decline in single-detached starts. Multiple unit starts will decrease by three 
percent as a result of a higher level of socially-assisted units. 


Manitoba 


Stable economic growth, lower mortgage rates and an effort by some 
purchasers to buy new houses before the implementation of the GST in 
1991 will contribute to a modest improvement in the demand for housing in 
1990. Total housing starts will increase eight percent to 4,400 units in 1990. 
Both single-detached starts, with a gain of eight percent to 3,200 units, and 
multiples, with a gain of seven percent to 1,200 units, will benefit from the 
improvement in demand. 
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Saskatchewan 


Although some economic gains are expected in 1990, few of the 
underlying forces in the housing market will change. Most important is the 
continued outmigration. Total housing starts will be 2,300, an increase of 
twenty percent from last year. Most of the gain will be in single-detached 
starts which will rise to 1,700 units in 1989. Oversupplied rental and 
condominium markets will continue to dampen multiple unit starts which will 
increase by less than 100 units to 600. 


Alberta 


The most important factor for Alberta housing markets in 1990 will be 
strong demand. In addition to strong employment growth and high net 
inmigration, demand will be affected by foreign investment activity as well 
as an effort by buyers to purchase new homes before the GST is 
implemented in 1991. Despite the emergence of supply constraints, total 
housing starts will reach 16,600 units in 1990, an increase of 13 percent 
from 1989. Single-detached starts will increase by six percent to 
approximately 13,000 units. Multiple starts will show the biggest gain, 
growing by almost 50 percent to 3,500 units. 


British Columbia 


Total housing starts are forecast to be 42,500 units in 1990 up from 
38,894 units in 1989 and will exceed the previous record of 41,585 units set 
in 1981. Single-detached starts are forecast to rise to 23,750 units in 1990 
from 21,612 units in 1989. Rising prices due to higher demand will stimulate 
construction of single-detached starts. Multiple starts are forecast to rise to 
18,750 units from 17,282 units in 1989. Low rental vacancy rates and strong 
condominium demand will contribute to a higher level of starts. 
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Housing Market Review - 1989 


1p strength of housing activity in Canada in 1989 continued to 
outperform expectations. Total housing starts exceeded 200,000 units for the 
third consecutive year while existing unit sales matched the record level of 
activity set in 1988. This strength occurred despite slower economic growth, a 
higher level of mortgage rates and weaker consumer confidence. 


Total housing starts at 215,382 units were down a modest three percent 
from the level of 222,562 units in 1988 and 12 percent from the peak in the 
current cycle of 245,986 units in 1987. Strong gains in British Columbia and 
Alberta and continued high levels in Quebec and Ontario contributed to the 
overall level in 1989. 


After a strong start at the beginning of the year with starts averaging a 
seasonally adjusted annual rate (SAAR) of 226,000 units in the first quarter, 
total starts slowed in the second quarter to 208,000 units SAAR in response 
to higher interest rates and increased uncertainty. Interest rates began to 
edge down by the end of the second quarter leading to a modest recovery in 
activity to 215,000 units SAAR in the third quarter and 217,000 units SAAR 
in the fourth quarter of 1989. 


The high level of activity in 1989 was due to strong gains in British 
Columbia and Alberta as well as continued momentum in Ontario and 
Quebec, despite a decline in activity in the latter two provinces. 
Newfoundland and New Brunswick also recorded higher levels of starts 
while activity declined in all other provinces. Alberta recorded the strongest 
gain, increasing by 30 percent to 14,712 units while British Columbia 
followed closely, increasing 28 percent to 38,894 units. Strong employment 
growth as well as high levels of migration and low vacancy rates contributed 
to the sharp increase in British Columbia. In Alberta, lower inventories and 
vacancy rates and improved migration and confidence contributed to the 
strong performance of the housing market. 


Despite high inventories and vacancy rates, total starts in Quebec 
continued to remain relatively strong at 49,058 units although they were 
down 16 percent from a year earlier. Total starts in Ontario were down 
seven percent but at 93,337 were still at a high level. 


Overall activity was mixed in the Atlantic provinces. Total starts were up 
12 percent in Newfoundland, spurred by strong growth in employment and 
incomes and a significant improvement in total net migration. In New 
Brunswick, starts were up a modest two percent and down 29 percent in 
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Prince Edward Island and two percent in Nova Scotia. The weakest 
provinces were Saskatchewan and Manitoba which recorded declines of 51 
percent and 25 percent respectively. The sharp drop in the agricultural 
sector in 1988 and the subsequent impact on confidence, migration, 
vacancy rates and prices contributed to the weakness in these two 
provinces. 


Matching underlying regional housing market trends, vacancy rates 
declined in the major metropolitan areas in British Columbia and Alberta in 
1989. Vacancy rates in Vancouver and Victoria remained below one 
percent, while rates edged below two percent in Calgary and three percent 
in Edmonton. By contrast, vacancy rates in Manitoba and Saskatchewan 
continued to rise as a result of strong net outmigration. In Ontario, the 
overall level of rates remained unchanged at less than one percent, while 
the direction of rates was varied in Quebec. Although rates jumped to 
approximately five percent in Montreal in October 1989, they declined in 
most other metropolitan areas in the province in 1989. Vacancy rates either 
declined or were unchanged in most metropolitan areas in the Atlantic 
provinces. 


The resale market also mirrored new construction. Following a strong 
first quarter, the total number of existing units sold fell sharply in the 
second quarter before recovering in the third and fourth quarters. Similar to 
new construction, an easing in mortgage rates in the second quarter as well 
as strong gains in British Columbia and Alberta contributed to the overall 
strength in 1989. The rebound in the latter half of the year was strong 
enough to ensure another year at the record level set in 1988. Alberta and 
British Columbia led the increase in activity and, along with Prince Edward 
Island and Quebec, were the only provinces to record higher levels of sales. 
Ontario recorded the largest decline, followed by Newfoundland, Manitoba, 
Saskatchewan, New Brunswick and Nova Scotia. 


Trends in prices also mirrored trends in regional activity. British 
Columbia and Ontario continued to lead the country in price gains, with B.C. 
supplanting Ontario as the leader. Price increases accelerated in Alberta in 
response to reduced inventories and a strong improvement in demand. 
Price increases averaged less than four percent in Saskatchewan and 
Manitoba in line with the overall weak economy and housing market. Price 
gains also eased substantially in Quebec. Price gains were varied in the 
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Atlantic provinces ranging from 13 percent in Prince Edward Island to five 
percent in Nova Scotia. 


1990 Outlook 
Economy 


The Canadian economy slowed substantially in 1989 in response to 
higher interest rates and lower confidence and is expected to slow further in 
1990. While the outlook is for continued, albeit slower growth, the risk of a 
recession exists. 


Economic growth is forecast to decline from an estimated 2.6 percent in REAL GROSS DOMESTIC PRODUCT 
1989 to 1.7 percent in 1990. The slowdown will be widespread with % CHANGE 
substantially weaker growth expected in most components of aggregate CANADA 
demand. 


Consumer expenditure will be a major factor contributing to the 
slowdown. Consumer spending on goods and services is the largest 
component of expenditure and most indicators of future spending point to a 
slowdown, although a sharp retrenchment is not expected. A low level of 
discretionary savings, high debt levels, weak consumer confidence and 
projected weaker income growth in 1990 suggest that consumer spending 
will slow during this year. Expenditure on consumer durables, particularly 
autos and auto parts, will be the hardest hit, while spending on services will 
remain strong supporting further gains in overall consumer spending in 
1990. 


Similarly, investment expenditure, which continued to remain healthy in 
1989, slowed from the strong gains made in 1987 and 1988 and is expected 
to slow further in 1990. Declining corporate profitability, a downward trend SOURCE: CONFERENCE BOARD. 
in capacity utilization, weaker foreign and domestic demand, anda ee ee eee a oi 
deterioration in confidence will contribute to a further slowdown in spending 
in this category in 1990. Despite the slowdown, investment expenditure will 
lead growth during 1990 and will help propel the economy forward. 

Investment in manufacturing and utilities will contribute to increased 
spending in this category in 1990. 


Although net exports are expected to improve in 1990 in response to a 
slight recovery in exports and weaker import demand, this will not contribute 
much to growth during this year. Net exports, while adversely affected by 
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weaker foreign demand, will benefit from a lower Canadian dollar and 
sustained U.S. growth. Imports are projected to grow at a slower pace in 
1990 as imports of consumer and investment goods eases along with 
weaker expenditure in these categories. 


Although the outlook is for continued, albeit slower growth, the risk of a 
recession exists. High interest rates in the U.S. and Canada during the past 
year have slowed growth in both countries and it is still uncertain as to how 
consumption and investment expenditure will respond. The high level of 
residential investment in 1989 and projected strength in 1990 support the 
greater likelihood of continued, albeit slower, growth in 1990. 


Employment growth is also expected to slow in 1990, along with a 
weaker economy. Similar to other trends in the economy, overall 
employment growth will be supported by strong gains in British Columbia 
and Alberta, despite a slowdown in job creation in central Canada. 
Employment growth is expected to slow from 2.0 percent in 1989 to 1.1 
percent in 1990. This represents a substantial slowdown from the average 
growth rate of 3.0 percent recorded during the 1985 to 1988 period. The 
unemployment rate is projected to increase to over 8.0 percent in 1990, 
after averaging 7.5 percent in 1989. British Columbia and Alberta will lead 
employment growth in 1990 followed by New Brunswick. Employment 
growth, with the exception of some of the Atlantic Provinces, will be 
weakest in Quebec and Ontario. This is in sharp contrast to the trends of 
the past seven years. Although employment growth is projected to improve 
in Manitoba and Saskatchewan it will continue to remain weak. 


Inflation 


Inflation as measured by either the GDP deflator or the Consumer Price 
Index (CPI) was higher in 1989. While tight labour and product markets 
placed upward pressure on prices during this period, indirect taxes also 
contributed to higher prices particularly during the middle of the year. 
Growth in both the GDP deflator and the CPI began to ease in the second 
half of the year as a firm monetary policy began to slow domestic demand. 
A further easing in labour and product markets in 1990, as evidenced by 
higher capacity utilization and the unemployment rate, will permit a further 
easing in inflationary pressures. Consumer price inflation is expected to 
Slow from 5.0 percent in 1989 to under five percent in 1990. 
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Mortgage Rates MORTGAGE RATES 
In line with slower growth and easing in inflationary pressures, most PERCENT 
forecasters expect a lower level of interest rates by the end of 1990. Over MAJOR FINANCIAL INSTITUTIONS 


the course of 1989 one year mortgage rates fluctuated around 12.84 
percent on average. In 1990 one year mortgage rates should drop about 
one percentage point. Mortgage rates should start to decline in the second 
quarter and will decline further during the third quarter of 1990. However, 
the mortgage rate curve will remain inverted until the fourth quarter of 1990. 
Recent developments in world capital markets could limit the decline in 
mortgage rates due to interest rate increases in both Japan and West 
Germany. 
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Housing Market 

Overall housing activity is expected to remain strong in 1990. Further 
gains in British Columbia and Alberta, a projected decline in mortgage rates 
throughout 1990, and increased levels of net migration will continue to 
support an overall high level of activity during this period. Additionally, low 
inventories, strong international migration offsetting weaker interprovincial SP AN IGEN AN AIG Le 
migration, as well as higher levels of assisted rental housing units, will 
support a relatively high level of activity in Ontario. 


The total number of starts for 1990 is forecast to be 202,500 units, HOUSING STARTS 
slightly below the 215,382 units started in 1989. A modest decline in the UNITS THOUSANDS (QTRLY) 
construction of single-detached units will contribute to the lower level of CANADA 
activity. Single-detached starts will decline by 7.4 percent to 116,600 units, 
led by a sharp decline in Ontario. Multiple unit starts, at 85,900, will be 
slightly lower than last year’s level of 89,400 units. Despite a 21 percent 
decline in multiples in Quebec, strong gains in Alberta and British Columbia 
will sustain overall activity at the previous year’s level. Similar to 1989, 
projected higher starts in British Columbia and Alberta as well as continued 
strength in Ontario will contribute to the overall level of activity. 


A number of factors support the continued high level of activity in 1990. 
The principal ones include the shift in the regional distribution of activity 
from central Canada to British Columbia and Alberta, further increases in of. 
net international migration, and a projected decline in mortgage rates. 1989 


Ea) SINGLES 
MULTIPLES 


SOURCE: CMHC. 
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Although activity in central Canada is projected to continue to slow from 
the high levels recorded since 1987, strong gains in Alberta and British 
Columbia will partially offset the decline in Ontario and Quebec. In addition, 
although privately initiated starts in Ontario are expected to decline in 
response to weaker economic growth, a deterioration in net interprovincial 
migration and affordability, a sharp increase in socially-assisted units will 
continue to support an overall high level of activity in Ontario in 1990. 
Excluding the socially-assisted units, total starts are much weaker and are 
more consistent with the decline in economic growth and interprovincial 
migration projected for the province. 


Total starts in British Columbia are forecast to increase by a further nine 
percent in 1990, led by a 12 percent increase in single-detached starts. 
Continued strong economic growth, high net interprovincial and 
international migration, as well as low vacancy rates and inventories will 
support higher levels of activity in British Columbia. Similarly, in Alberta, a 
50 percent increase in multiples, led by both private market rental and 
condominiums, will bring the total level of starts to 16,600 units in 1990. A 
sharp reduction in inventories and vacancy rates during the past year as 
well as a significant improvement in net inmigration during the past two 
years are the key factors contributing to the higher level of activity. A 
modest recovery in both Manitoba and Saskatchewan from the low levels in 
1989 will also contribute to the overall strength in starts. 


The high level of units started in Quebec in 1989 continued to surprise 
most industry analysts. Inventories and vacancy rates continued to remain 
high throughout 1989 and, consequently, are expected to result in a further 
decline in multiple unit starts. Multiples are projected to decline by 21 
percent, affecting all categories of multiple unit starts. Overall, total starts 
in Quebec will fall by 15 percent in 1990, leading the provinces in the 
magnitude of the decline in both multiple and total starts. Along with slower 
economic growth, all of the Atlantic provinces will record lower levels of 
activity in 1990. The decline in the Atlantic provinces will be widespread, 
affecting all provinces, with the drop largely concentrated in singles. 

A strong inflow of migrants from outside of Canada is also a major factor 
contributing to a high level of housing starts during the forecast period. 
Total net migration is estimated to increase from approximately 120,000 
persons in 1988 to 143,500 in 1989 and to 159,100 in 1990. Strong 
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international migration will not only influence the national requirements but 
also the regional trends in household formation. This will help support 
strong underlying demand in Ontario and Quebec which are projected to 
experience net interprovincial outflows and will also contribute to strong 
gains in British Columbia. Ontario will continue to lead the country with total 
net migration of 76,000 in 1990, followed by British Columbia with total net 
migration close to 60,000 in both years. They will be followed by Quebec, 
which at 26,500 in 1990 is almost double the level recorded in 1987. This 
inflow will help place a floor under the level of activity in Quebec in 1990. 
Alberta is expected to record a sharp increase in total net migration in 1990 
largely due to an improvement in net interprovincial migration. The other 
Prairie provinces will continue to experience a strong net outflow, although 
some improvement is projected. Net interprovincial migration is expected to 
deteriorate in most of the Atlantic provinces. 


Vacancy rates in 1990 will largely mirror the levels in 1989, although 
some regional improvement will occur. Rental markets in the major 
metropolitan centres in Ontario and British Columbia will continue to remain 
tight, at less than 1.0 percent on average. Vacancy rates will ease slightly 
in Quebec but will continue to remain high, above 3.0 percent in most 
metropolitan areas. Low rental supply and strong demand will push rental 
vacancy rates down throughout most of Alberta. Vacancy rates in Edmonton 
and Calgary will remain below 2.0 percent throughout 1990. Similarly, 
limited rental construction in both Manitoba and Saskatchewan plus a 
modest improvement in demand will allow vacancy rates to drift slightly 
lower in 1990, although rates will continue to remain high in both provinces. 
The outlook for rental markets is mixed in the Atlantic provinces. Economic 
and employment growth and an improvement in net interprovincial migration 
will support a balanced market in 1990 in Nova Scotia, while a low level of 
multiple unit starts in New Brunswick will help keep the St. John vacancy 
rate in the three to four percent range throughout 1990. Vacancy rates are 
expected to rise slightly in Prince Edward Island to 4.5 percent while they 
are expected to average between four and 6.4 percent in Newfoundland, 
following some improvement in 1988 and 1989. 


Resale activity will also closely mirror the regional trends for new 
construction. With the exception of Ontario and Nova Scotia, sales of 
existing units are projected to increase in all other provinces in 1990. 


ish 


NATIONAL HOUSING OUTLOOK - CANADA : 


British Columbia will record the strongest increase in the level of sales, with 
strong percentage increases in Newfoundland and Manitoba. The remaining 
provinces will experience increases in the range of two to seven percent. 
Total sales of existing units in Ontario are projected to decline by 11.5 
percent. 


British Columbia will also continue to lead in price gains, increasing by 
18 percent, although down slightly from 1989. A tight supply of new units as 
well as increased demand from investor activity, net inmigration and solid 
employment growth will contribute to average price increases in Alberta of 
12 percent in 1990. The annual average increase in resale prices in 
Ontario, at 3.8 percent in 1990, will be the first time prices have increased 
by less than 10 percent since 1985. Buyers market conditions in Manitoba 
and Saskatchewan will limit price increases to less than five percent in 
these provinces in 1990. At 5.0 percent, Quebec will closely match last 
year’s gain. Price gains in the Atlantic provinces will average between five 
and eight percent. 
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Newfoundland 


Housing Market Review - 1989 


Sauce by strong growth in employment and incomes and a significant 
improvement in total net migration, the housing market posted solid gains in 
1989. Total starts increased 11.6 percent to 3,536 units, the highest level since 
1980. Single-detached starts were up 3.3 percent to 2,932 units while multiple 
starts advanced 83.6 percent to 604 units. The sharp increase in multiple starts 
is attributed to a carry-over of federal/provincial assisted housing and renewed 
investment in new private multiple-unit construction in urban areas of the 
province. 


Following a record year for MLS sales in 1988, the resale market in the 
St. John’s CMA slowed in 1989. High mortgage rates and a return to more 
normal sales patterns in the absence of an agreement for development of 
the Hibernia project limited MLS sales volumes to 1,956 units, down 8.3 
percent from 1988 levels. The average sales price advanced 8.0 percent to 
an annual average of $83,273. The resale market in central Newfoundland 
remained buoyant with 82 MLS sales recorded, for an average sales price 
of $85,604. MLS sales for Newfoundland totalled 2,040 units, down 8.0 
percent from 1988 levels. 


The rental market in the St. John’s CMA continued to show improvement 
with a further reduction in the number of vacant units in the second half of 
1989. The vacancy rate for privately initiated apartment structures 
containing six or more units declined to 5.7 percent in October from 8.8 
percent a year earlier, reflecting the continuation of a downward trend 
arising from limited new rental apartment (six units and over) construction. 


REAL GROSS DOMESTIC PRODUCT 
% CHANGE 
NEWFOUNDLAND 


1990 Outlook 
Economy 


Economic growth in the province is estimated to have slowed to 1.3 
percent in 1989 and is forecast to decline further to 0.9 percent in 1990. 
The resource crisis in the fishery, soft markets for newsprint, increased 
taxation and high interest rates will affect prospects for economic growth 
during this period. 

The fishing industry in 1989 was characterized by prolonged work 
stoppages and temporary shutdowns arising from lower groundfish quotas. 
The outlook for fisheries over the forecast period is at best bleak. SOURCE: CONFERENCE BOARD. 
Substantially reduced quotas under the 1990 Groundfish Management Plan Seen Ae nese 
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and in particular the total allowable catch of the northern cod stock will 
result in plant closures, retirement of trawlers and a downsizing of the 
industry generally. The two major fish companies have announced the 
planned closure of four processing plants, affecting approximately 2,000 
employees. The provincial government has agreed to finance an extended 
notice period for employees that would result in the plants remaining open 
for a minimum of 20 weeks in 1990 and 1991, after which time they will 
permanently close. Decisions relating to the rationalization of inshore 
processing operations in the wake of reduced inshore allocations have not 
yet been made but further job losses are expected. Negotiations are 
currently underway for the development of a comprehensive 
federal/provincial response program to lessen the devastating effect of the 
layoffs on the employees and affected communities. 


Because of soft market conditions the forest products sector is forecast 
to experience weaker growth during 1990. An oversupply of newsprint on 
world markets, low productivity and the strength of the Canadian dollar are 
the principal factors in the Abitibi-Price decision to shut down one of its 
paper machines in the province. The shut down, slated for early 1990, will 
result in the loss of approximately 400 jobs. World capacity is expected to 
continue to exceed demand over the forecast period. Following modest 
growth of 1.0 percent in 1989, mining output is forecast to advance in 1990 
by 4.2 percent. Renewed interest in offshore drilling is expected to 
contribute to the increased growth in mining output. Growth in 
manufacturing output is forecast to slow in 1990 because of declines in 
fisheries output and softening newsprint markets. 


Negotiations leading to a final legal agreement for the pre-production 
phase of the $5.2 billion Hibernia Development project have not yet 
concluded. An expected agreement to proceed with the development in 
mid-1990 would bring significant non-residential investment associated with 
the project. A redesign of the topsides from 17 smaller components to 5 
Super modules may affect job creation levels. An operating company to 
manage the development has been formed and is currently being 
established in St. John’s. Further delays in concluding the agreement would 
negatively affect the forecast of economic growth for 1990. 


Slower economic growth, increased taxation and reduced confidence 
levels will serve to weaken consumer spending and limit service sector 
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growth over the forecast period. Following solid gains in employment in both 
1988 and 1989, employment growth is forecast to slow to 0.5 percent in 
1990. Significant reductions in fisheries output and slower service-sector 
growth will weaken employment growth in 1990. 


The reduction in the net outflow of migrants experienced during the past 
two years will not be repeated over the forecast period. Total outmigration 
figures are forecast to increase to 2,500 in 1990. The increased net loss in 
migration will be triggered by closures and a general downsizing in the 
fishery. 


Housing Market 


Housing market performance in Newfoundland over the forecast period 
will reflect the slowdown in economic growth. Total starts are expected to 
decline 10.9 percent to 3,150 units in 1990. Single-detached units in 1990 
are forecast to decline by 18.1 percent, reflecting declines in fisheries 
output and increased outmigration from the province. Multiple-unit starts will 
advance by 24.2 percent to 750 units in 1990. Assisted multiple starts are 
expected to reach 240 units in 1990. Market rental, condominium, and 
single-detached units with basement apartments (duplex units) will account 
for the balance. 


Following a reduced level of MLS sales volumes in 1989, the resale 
market in the St. John’s CMA is poised to advance in 1990. Lower interest 
rates, the continuation of a strong move-up market and an expected 
agreement on the Hibernia Development will increase total sales by 12.5 
percent to 2,200 units in 1990. In Central Newfoundland, 100 sales are 
forecast for 1990. In total, MLS sales in Newfoundland are forecast to 
increase 12.9 percent to 2,300 units in 1990. Average MLS house prices are 
forecast to advance by 7.4 percent in 1990. 


Weak rental market conditions have persisted in the St. John’s CMA 
since April 1986, because of strong demand for homeownership, an ongoing 
supply of new basement apartments and outmigration. Vacancy rates have 
declined from a peak of 10.8 percent in April 1988. Vacancy rates are 
expected to range between 4.0 and 6.4 percent during 1990. Rental rates 
for average-quality accommodation are expected to increase at or slightly 
below the rate of inflation. Growth in rental rates for lower-quality rental 
stock will continue to be limited by high vacancy rates. 
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UNITS THOUSANDS (QTRLY) 
NEWFOUNDLAND 


1989 1990 
Ee] sinctes 


MULTIPLES 
SOURCE: CMHC. 


RESIDENTIAL MLS SALES 
% CHANGE 
NEWFOUNDLAND 


ACTUAL Es] «FORECAST 


SOURCE: CREA. FORECAST:CMHC, 
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PROVINCIAL HOUSING OUTLOOKS 


Prince Edward Island 


Housing Market Review - 1989 


if provincial economy has softened as the result of rising 
unemployment, declining consumer and business confidence, and net 
outmigration. Non-residential construction and agriculture were the strongest 
sectors of the economy in 1989. Retail trade grew modestly from the very high 
levels achieved in 1988. Manufacturing shipments barely kept up with inflation. 
Employment averaged 55,000 in the first half of 1989 but declined to 53,000 by 
the fourth quarter. As a result, the housing market in Prince Edward Island 
weakened in 1989. 


Housing starts declined by 29 percent from 1,151 units in 1988 to 815 in 
1989. Single-detached units accounted for most of the decline, down by 35 
percent to 456 units while multiple-unit starts declined by 20 percent to 359. 


Residential sales through the Multiple Listing Service (MLS) increased 
during the year, as real estate agents and consumers took advantage of an 
improved catalogue system. MLS active listings more than doubled from 
1988 levels. Sales grew by a lesser amount, 24 percent, to 626 units. The 
average residential MLS price rose by 13.3 percent to $74,168 in 1989 
compared to $65,464 in 1988. This rise in average prices overstates the 


actual increases in market values because increasingly more higher priced REAL GROSS DOMESTIC PRODUCT 
homes are now being sold through MLS. House price increases and % CHANGE 
mortgage interest rates, which remained relatively high throughout 1989, PRINCE EDWARD ISLAND 


combined to reduce affordability. As a result, demand did not increase as 
much as the supply of MLS listings. The sales to listing ratio declined to 7.3 
percent in 1989 compared to 12.4 percent in 1988. 


The October 1989 rental market survey indicated a slight increase in the 
Charlottetown CA vacancy rate to 2.9 percent from 2.7 percent in 1988. 
Though marginal, the increase reflects the general softening of housing 
demand, which has affected the homeownership market more strongly than 
the rental market. 


1990 Outlook 
Economy 


Tourism, potato yields, and favourable farm gate prices will provide some 
relief, but the 1990 outlook for Prince Edward Island is for the slowest 
economic growth since the 1982 recession. 


ACTUAL feel “FORECAST 


SOURCE: CONFERENCE BOARD. 
CMHC : 1989 ESTIMATE, 1990 FORECAST. 
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With soft demand predicted for both the consumer and business sides, 


HOUSING STARTS real economic growth is projected to decline from 1.9 percent in 1989 to 0.9 
UNITS HUNDREDS (QTRLY) percent in 1990. Slow growth will be broadly based across most goods and 
350 PRINCE EDWARD ISLAND services industries. Employment will decline by 0.9 percent in 1990, while 


the unemployment rate will rise from the annual rate of 14.1 percent in 1989 
to 14.5 percent in 1990. 


The most significant factor in the Island outlook is the approaching 
closure of CFB Summerside. The 1991 closure will result directly in the loss 
of approximately 1,200 military and civilian jobs. Discussions concerning 
replacement activities continue and, if successful, would reduce the 
negative impact. 

Major construction projects now underway will be completed during 1990. 
Apart from road upgrading and school construction programs, few new 
construction projects are expected to start during 1990. 


1989 a 1990 The fishery is not expected to match its exceptional performances of 


HBB SINGLES 1986 to 1988. The carry-over from 1989 of low lobster prices and 
MULTIPLES accumulated frozen inventories, the high Canadian dollar, prospects of 
SOURCE: CMHC. slower economies in major markets in North America, and the proposed 
American size regulations for fresh lobsters will limit Atlantic Canada’s 
RESIDENTIAL MLS SALES lobster exports to New England. 
% CHANGE Housing Market 


PRINCE EDWARD ISLAND 


In 1990 total housing starts are forecast to decline 5 percent from 1989 
to 775 units, reflecting the softness in the Island economy. Demand for new 
single-family homes will be unchanged during the forecast period, rising by 
2 percent in 1990 to 465 units. The majority of the single-family homes built 
in 1990 will be in the upper price ranges targeted towards the move-up 
market. However, as mortgage rates decline in 1990, improved affordability 
will release the pent-up demand of potential first-time homebuyers towards 
year end. 


Sales of homes through MLS will increase by 4 percent to 650 units in 
1990. The average MLS selling price will rise by 6 percent to $78,500 in 
1990, up from $74,168 in 1989. 

Multiple unit starts will fall by 32 percent in 1990 to 310 units. The 


TE, largest component of multiple starts will be private rental apartments. 
ce ae ras Buildings started in 1989 will be completed during the first half of 1990, 
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increasing supply during a period of softening demand for rental housing. 
As a result, the vacancy rate in Charlottetown CA is forecast to rise slightly 
to 4.5 percent in April 1990. Rental demand is anticipated to soften in late 
1990 due to the combination of reduced employment growth and falling 
interest rates, which will increase homebuying by renters. Starts of private 
rental apartments will decline considerably during 1990, to 200 units, 
compared to almost 300 in 1989. Publicly assisted rental starts will remain 
virtually unchanged at 60 units. 
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PROVINCIAL HOUSING OUTLOOKS | 


Nova Scotia 


Housing Market Review - 1989 


S..- economic and employment growth during 1989 resulted in fewer 
starts in Nova Scotia. Growth originated from government and business 
spending, yet difficulties experienced in many industries affected growth in 
specific regions. Despite the declining rate of job creation, the provincial 
unemployment rate stood at 9.9 percent in November compared to 10 percent 
last year. A high level of activity during the third quarter of 1989 resulted in a 
stronger year than expected with total housing starts declining by 2 percent to 
5,359 units. A decline of 13 percent in single starts was recorded while multiple 
starts increased 24 percent to 1,998 units. Multiple starts were concentrated in 
Metro Halifax in the form of rental apartments. 


Sales of existing homes in 1989 were comparable to previous years’ 
levels, falling only 1.6 percent to about 5,640 units. Net interprovincial 
migration figures remained unchanged at 1,600 and helped keep sales ata 
healthy level. Sales have improved in the Annapolis Valley and Metropolitan 
Halifax. Growth in the average provincial resale price of 5.4 percent to 
$84,000 was largely in response to price increases in the Annapolis Valley, 
Cape Breton and the South Shore. 


The rental market improved in Metropolitan Halifax with October's 
vacancy rate falling to 3.3 percent from the 4.4 percent recorded in April 
1989. The City of Halifax recorded a lower rate than the City of Dartmouth, 
both of which are moving towards balanced markets. 


1990 Outlook 
Economy 


Economic growth will slow from 2.8 percent in 1989 to 1.5 percent in 
1990, with limited additional capital investment projects. Negative growth 
will occur in the primary sector, particularly fishing and related 
manufacturing, as well as in mining and residential construction. Little 
change is expected in the agriculture and forestry sectors. The high-tech 
manufacturing, transportation, communications and utility (TCU) and 
non-residential sectors will perform well during 1990. The lumber and 
fishing export industries however, will suffer because of declining supply 
and demand and a relatively strong Canadian dollar. 


Project investment during the forecast period will not match the level of 
previous years, however, a number of investment projects still under 


REAL GROSS DOMESTIC PRODUCT 
% CHANGE 
NOVA SCOTIA 


ACTUAL Bees ~FORECAST 


SOURCE: CONFERENCE BOARD. 
CMHC ; 1989 ESTIMATE, 1990 FORECAST. 
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construction along with several newly planned projects will help boost the 
weakening economy. Utility investment will be strong during the next few 
years with the $335 million construction of the coal-fired generating plant in 
Point Aconi, Cape Breton and the $2.5 million expansion of Trenton 6 power 
generating plants. Off-shore oil exploration will occur during the next few 
years, although the economic spinoffs will be minimal as the fields are 
small. The hospital expansion projects, which are concentrated in Halifax 
Metro, will continue with the possible construction of a new facility in 
Sydney. 

The fishing industry will be severely affected by quota reductions and 
plant closures. Over 2,000 plant workers will lose their jobs during 1989 and 
early 1990 in the small communities in which the industry is the major 
employer. The outlook for both fishing fleets and plants in 1990 remains 
bleak. Decreased production levels are expected. 


The pulp and paper sector is expected to do well in 1990, although 
demand for lumber and pulpwood will continue to decline. The industry has 
modernized during the past year, yet a high Canadian dollar, fewer housing 
starts in domestic and export markets, and rising inventories, will result in 
flat growth in 1990. 


The major players in the agriculture industry, blueberry and apple 
growers and hog producers, face growing inventories, declining prices and 
mounting costs. At best, the industry’s performance will be flat during 1990. 


The mining industry will continue to face a difficult year. Tin production 
levels are uncertain as the industry faces increased competition. Changing 
coal markets and steel-making processes offer little hope for expanding 
Current markets. 


The steel industry also faces tighter competition in 1990. The 
modernization of Sysco Steel, which resulted in a cut of about 750 workers, 
will allow the plant to better compete in world markets. 

The job creation rate in 1989 of 1.9 percent will be reduced to 1.1 
percent in 1990. The primary sector will incur the largest employment 
losses, particularly the fishery. Employment growth is expected in the 
service industries. Construction employment will remain flat as 
non-residential activity offsets the decline in residential activity. The 


unemployment rate will increase to between 10.5 and 11 percent in 1990 
from 9.7 percent in 1989. 
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Net migration patterns saw approximately 800 people leave the province 
in 1989. Improvements are expected in net migration patterns with 
approximately 300 person moving to Nova Scotia in 1990. Metro Halifax will 
continue to enjoy positive net migration, albeit at a slower rate, resulting in 
stable demand for housing during 1990. 


Housing Market 


Nova Scotia’s housing starts have declined for three continuous years, a 
trend that will continue in 1990. Nova Scotia’s housing starts are forecast to 
decline 8 percent to 4,900 units in 1990, as a result of declining economic 
and employment growth. Metro Halifax will lead residential construction 
activity with starts increasing in 1990 as a result of net inmigration patterns. 


Single starts are forecast to decline 11 percent in 1990 to 3,000 due to 
the declining number of first-time home buyers throughout the province. 
Multiple starts will decline 5 percent to 1,900 units in 1990. Slow absorption 
of condominium and row market housing will result in an overall reduction of 
multiple starts. Counter to the provincial trend, Metro Halifax will record 
healthy levels of residential construction in 1990 due to good economic, 
employment and population growth. 


Sales through MLS will remain at healthy levels during the forecast 
period with a slight decline expected. During 1990, sales will fall 2.5 
percent to 5,500, with Metro Halifax taking a larger share of total provincial 
sales than usual. Improved demand will increase active listings and put 
upward pressure on average prices with increases of 6.1 percent to $89,000 
in 1990. 


Strong economic and employment growth and continued net gains in 
migration patterns have resulted in a tightening of the Metro Halifax rental 
market. While rental construction exceeded expections during 1989, fewer 
new units are forecast for 1990. Condominiums still contribute to Metro’s 
market as a saturated condominium market resulted in the transfer of over 
600 units to the rental market. Limited potential in the condominium market 
will result in a moderate rate of new condominium construction in 1990. 
With continued economic and employment growth expected for 1990, 
although at a slower pace, the demand for rental accommodation will 
remain strong and result in vacancy rates of approximately 3 percent. 


HOUSING STARTS 
UNITS THOUSANDS (QTRLY) 
NOVA SCOTIA 


1989 1990 
fa SINGLES 


MULTIPLES 
SOURCE: CMHC, 


RESIDENTIAL MLS SALES 
% CHANGE 
NOVA SCOTIA 


ACTUAL ee) FORECAST 


SOURCE: CHEA, FORECAST: CMHC. 
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PROVINCIAL HOUSING OUTLOOKS. _ : 


New Brunswick 


Housing Market Review - 1989 


I. pace of economic growth in New Brunswick edged down from the 
4.2 percent rate posted in 1988 to 3.3 percent in 1989. Activity in the housing 
market during 1989 followed a similar trend and lost some of the momentum 
gained during 1988. 


Housing starts increased slightly from a total of 3,621 in 1988 to 3,681 in 
1989. Although total starts were off only marginally during 1989, the 
composition changed. The production of single-detached units dropped by 
1.5 percent to 2,909 while the number of new multi-family units started 
during the year increased by 15.5 percent to 772. 


Residential sales activity in the resale market, as measured by the 
Multiple Listing Service, was down 2.9 percent to 3,482 units. Although the 
number of sales posted during the year decreased from the 1988 level, the 
total value of residential transactions was up by 2.1 percent to 
$245 ,891,660. The net result of these movements was an escalating 
average price. The average price of units sold in 1988 was $72,101. By 
1989, this figure had increased by 5.2 percent to $75,877. 


The rental market, which registered rising vacancy rates in April, 
tightened considerably during the second and third quarters. Although REAL GROSS DOMESTIC PRODUCT 
vacancy rates remained high in the northern communities of Campbellton % CHANGE 
and Edmundston, all other centres registered rates below the 4.0 percent NEW BRUNSWICK 
level. The average vacancy rate for the province at year-end was 3.2 
percent. 


1990 Outlook 


Economy 


New Brunswick’s economy has historically relied on the province’s 
natural resources as the primary source of economic growth. In recent 
years, however, the manufacturing and service sectors have taken on 
increasingly important roles. This transition will serve to cushion the impact 
of the slowdown in provincial economic activity. 


Buoyed by very strong growth in business and government investment, 
the province’s 3.3 percent increase in real gross domestic product was the 
highest in the Atlantic Region. With a forecast decline in the investment rate 
and a moderation in some key sectors, economic growth during 1990 will 

ae rete : SOURCE; CONFERENCE BOARD. 
decrease to 2.2 percent. Mining, one of New Brunswick’s key primary CMHC : 1989 ESTIMATE, 1990 FORECAST. 


=] ACTUAL (jg). FORECAST 
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industries, will be mixed over the outlook period. Zinc prices, which were 
very strong in 1988-89, will soften during 1990. Production levels during the 
year, however, are expected to rise as the zinc-lead Heath Steele and 
Caribou mines return to full production. Lead prices are expected to be 
relatively stable during the year. The price of copper, however, a by-product 
of these mines, is expected to fall by about 20 percent from the 1989 level. 
The potash industry, which has been experiencing higher prices since 1988, 
will continue to perform well in 1990. Fisheries, another key primary 
industry, has been and will continue to be plagued by depleted stocks and 
depressed prices. Employment, which is expected to fall in this area, will be 
partly shored up by increased activity levels in the aquaculture industry. 


The manufacturing sector, which will be buoyed by the food processing 
and shipbuilding industries, will display modest growth. Growing lumber 
inventories will dampen production in the lumber sector of the forest 
industry. The pulp and paper sector, however, will continue to display some 
growth. The construction industry will remain strong during 1990. The 
carry-over of capital projects started in 1989, the initiation of the $815 
million Thermal Generating plant in Belledune and a number of other 
mid-sized projects will keep employment in the industry growing throughout 
the year. 

The service sector, which accounts for upwards of 70 percent of 
employment in the province, will continue to display good growth. Within 
this sector the top performers will be trade and the community, business, 
and personal service industries. 


Retail trade, is expected to decrease during 1990. Growth of 6 percent in 
1989 is expected to decline to 5 percent in 1990. The key contributing 
factor to this movement is the expected reduction in automotive sales. 


Overall employment growth for the province will remain constant at 
approximately 1.8 percent over the outlook period. Moderating growth in the 
labour force, in combination with a stable participation rate, will result in 
little change in the 1989 unemployment rate of 12.0 percent. 


Net migration patterns, which have not favoured growth in New 
Brunswick over the past five years, changed considerably during 1989. 
Annual outmigration, which ranged up to a net migration loss of 3,500 over 
the past five year period, is expected to swing to a positive 2,000 in 1989. 


PROVINCIAL HOUSING OUTLOOKS - NEW BRUNSWICK 


Net migration is expected to continue in 1990 but at a lesser rate of about HOUSING STARTS 
enn UNITS THOUSANDS (QTRLY) 
Housing Market NEW BRUNSWICK 


Housing markets in New Brunswick over the outlook period will continue 
to post modest decreases in activity levels. Expected reduced rates of 
economic growth and reduced net interprovincial migration will be the main 
factors guiding this trend. Total housing starts for 1989, which stood at 
3,681, will drop 8.3 percent to 3,400 in 1990. The production of 
single-detached units is expected to move down from the 2,909 level 
experienced in 1989 to 2,600 in 1990. The construction of multi-family units, 
which moved up 15.5 percent to 772 in 1989, is forecast to continue this 
upward trend and reach the near-record level of 800 starts in 1990. 


Although falling vacancy rates are a major contributing factor behind the 
sustained high level of production of multi-family units, the emergence of a 
viable condominium market is the source of the expected growth. The 
condominium option is now being more readily accepted throughout the 
province, and as a result, will form an increasing proportion of multiple 
starts in the years ahead. 


Vacancy rates in the Saint John CMA are expected to remain in the 3 to 
4 percent bracket during 1990. Limited economic growth and low levels of 
multi-family unit production are the key considerations in this forecast. 


1989 1990 
EA SINGLES 
MULTIPLES 

SOURCE: CMHC. 


RESIDENTIAL MLS SALES 
% CHANGE 
NEW BRUNSWICK 


The resale market, much like the new construction market, will lose 
some strength over the outlook period. Total sales, which reached 3,482 in 
1989, will remain much the same in 1990. The average price of units sold in 
1989 was $75,877. This will move upwards by 6.1 percent in 1990. 


The supply of units on the market at year-end was up 1.3 percent to 
2,272 units. This upward trend in supply will likely be sustained as potential 
move-up buyers continue to enter the market. During 1990, the Fredericton 
and Bathurst markets will remain growth centres while sales levels in the 
other major centres are expected to remain much the same as those posted 
in 1989. 


Be mssees §=FORECAST 
SOURCE: CREA, FORECAST: CMHC. 
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PROVINCIAL HOUSING OUTLOOKS 


Quebec 


Housing Market Review - 1989 


n spite of a downward trend, the Quebec housing market performed 
remarkably well in 1989, primarily due to the arrival of a record number of new 
migrants and sustained optimism by investors in the real estate sector. 


Residential construction dropped by 16 percent from 58,062 in 1988 to 
49,000 in 1989. Housing starts in 1989 nevertheless exceeded the average 
for the decade of 45,000 units. This level of activity was remarkable when 
one considers the extremely high number of unoccupied units and slower 
than expected economic growth. In fact, the inventory of new unoccupied 
units reached a record level of close to 10,000 units in 1989, whereas the 
net creation of new jobs amounted to only 33,000, well below the 84,000 
created in 1988. The net gain of 22,500 new migrants, an unprecedented 
record in Quebec, ultimately sustained demand and resulted in strong 
residential construction levels in the province. 


The decline was less severe in the single-family sector with more than 
24,200 housing starts, down only 12 percent compared to 1988. Houses in 
the upper price ranges were slow to be absorbed as a result of the high 
level of interest rates and the low growth in household income. Nearly 45 
percent of the units vacant in the Fall that were priced over $120,000, had 
been completed since the Spring of 1989. 


The sustained trend towards homeownership continued to support the 
resale market. There were 30,574 MLS sales in 1989, a slightly higher level 
than that of the preceding year. However, the large increase in the number 
of houses for sale limited the increase in the average price of transactions 
to 5.5 percent. 


There was a decrease of 19 percent in multi-family construction, largely 
because of high vacancy rates and low rent increases. In spite of this 
decrease, the 24,600 multiple starts in 1989 exceeded, by far, the effective 
demand. Many of these multi-family units were retirement homes. As a 
result, vacancy rates in the rental market, which already were among the 
highest in the country, have climbed to record heights again. 


The sector most affected by the decrease in residential construction is 
undoubtedly the condominium sector. Condominium starts plummeted 46 
percent to 4,900 units. As in the case of new houses, high priced 
condominiums are more difficult to absorb. Nearly 2,600 new condominium 
units still remained vacant at the end of the year. 
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REAL GROSS DOMESTIC PRODUCT 1990 Outlook 
% CHANGE Economy 


ozeore = The decline in the province's economic growth in 1989 will continue in 
1990. The Quebec GDP growth rate will fall to 1.3 percent in 1990. 


The weak points in the Quebec economy in 1990 will be consumer 
expenditure and export related sectors. The small increase in household 
disposable income, combined with a slow labour market, will reduce 
consumer expenditures. Furthermore, a number of layoffs in various — 
manufacturing sectors have been announced for the beginning of 1990, in 
anticipation of the slowdown in the U.S. economy. Over 30 percent of the 
Quebec GDP is exported to the United States. 


The non-residential construction and primary metals sectors are the only 
sectors expected to be strong during 1990. Work under way on the James 
Bay Phase II project will probably be accelerated in 1990 to meet the 
increased domestic demand and export commitments. Construction work on 
several aluminum smelters (Alumax in Deschambault, Alcan in Laterriére, 


ells mee Fone ABI in Bécancour and Alouette in Sept-lles) and magnesium factories 
SOURCE: CONFERENCE BOARD. F A ; ee ¥ F 
CMHC; 1989 ESTIMATE, 1990 FORECAST. (Norsk Hydro in Bécancour) will maintain investments in the primary metals 
sector. Moreover, starts of a number of office buildings in Montreal in 1989 
JOB CREATION BY AGE GROUP will sustain commercial construction for the next two years. 
(thousands) Job creation, which totalled 33,000 in 1989 will be reduced to 10,000 in 
QUEBEC 1990. The greatest losses in employment are expected among young people 
oe less than 25 years of age, who make up a large proportion of the labour 
= force in the retail/commerce sector and who also make up a large pool of 


clients for rental housing. The weak rate of job creation among the 45 to 64 
age group should also limit the demand for expensive houses and 
condominiums. On the other hand, the creation of jobs for the 25 to 44 age 
group, although more modest, will continue to sustain the demand for 
homeownership from first-time buyers. This demand will be supported by 
lower interest rates and by the Provincial Homeownership Program. 


International migration will remain a major source of demand for housing 
in the province during 1990. A record net gain of 31,000 new immigrants is 
forecast for 1990. Furthermore, the net loss in interprovincial migration will 
also be reduced, bringing the total net migration to 26,500 for 1990. 


1988 1989 1990 
20-24 Mmm 25-44 C4 45-64 
SOURCE: STATISTICS CANADA. FORECAST: CMHC. 
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Housing Market 


The housing market in 1990 will be characterized by weak domestic 
demand, offset somewhat by strong inmigration. The high vacancy rates and 
prudence by investors will reduce the number of housing starts to 41,700, a 
15 percent decline from 1989. 


The construction of single-family houses in 1990 will be down by 9 
percent to 22,300 units. The decline would be more severe without the 
projected decline in interest rates and the increase in migration. The 
introduction of the GST in 1991 will bring additional impetus to single-family 
demand in 1990. 


The weakness of the employment market for the 45 to 64 year old age 
group will limit potential demand in the luxury house market. Houses 
intended for first-time buyers will remain popular in 1990. As a result, the 
average increase in the new House Price Index will be limited to between 3 
and 4 percent. 


The resale market will experience a slight recovery in 1990 as interest 
rates decline. An increase of 0.7 percent in MLS sales is forecast in 1990 to 
attain a volume of 30,800 units. New listings will also be reduced, as a 
result of the poor performance of sales in 1989 and will produce a more 
balanced market. The average increase in prices will be between 5 and 7 
percent in 1990. 


The rental market will remain depressed in 1990, with relatively high 
vacancy rates. Low employment rates for those under 25 years of age will 
limit the demand for new rental housing. This weakness in domestic demand 
however, will be compensated in part, by the major international 
immigration movement. Housing starts for rental units will decrease by 25 
percent to 13,100 in 1990. The average vacancy for rental properties, which 
reached 5 percent in the Fall of 1989, will decrease below 4 percent in the 
Fall of 1990. 


Slow sales and the high inventory level will further reduce the 
construction of condominium units in 1990. The number of condominium 
starts will decrease by another 29 percent to settle at 3,500 units. Luxury 
units in highrise complexes will continue to have a slow absorption rate. 
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Ontario 


Housing Market Review - 1989 


I. housing market in Ontario remained buoyant in 1989 for the fourth 
year in a row. It was sustained by continued economic growth throughout the 
province and rising inflows of international migrants, particularly to the Toronto 
Census Metropolitan Area (CMA). 


Although total housing starts declined by 6.6 percent from the 99,924 
units recorded in 1988, the 93,337 units started were only slightly higher 
than the 91,000 units forecast by CMHC at the beginning of the year.The 
decline in starts for multiple units at 7 percent was only slightly greater than 
for single-detached units at 6 percent.The decline in multiple units was 
mainly confined to rental apartments in centers across Ontario. The decline 
in single-detached units was more varied by location. Single-detached units 
increased in Sudbury, southwestern Ontario,and smaller urban centers 
across the province as builders sought to provide more affordable housing 
outside the major urban centers. 


Condominiums continued to show more strength than expected, partly 
due to previous sales which carried over into the construction period, and 
partly due to the appearance of more modestly priced units. Again, over 70 
percent of all condominiums were started in the Toronto CMA. The 
previously reported shortages of labour and materials abated in 1989 while 
land in some centers remained in short supply. 


Sales of existing MLS units declined by 11.1 percent to 142,639 from the 
160,502 record high in 1988. Volume declines occurred primarily in Toronto 
and Oshawa at minus 21.1 and minus 16.3 percent respectively, as demand 
weakened in response to higher prices. The average price of MLS units rose 
14.6 percent to a record high of $184,810 as a result of the continuing 
strong move-up buyer market. The 21.1 percent decline in the volume of 
sales in Toronto, where prices were very high, pulled down the provincial 
average price. Oshawa led price increases at over 22.8 percent, followed by 
Sudbury at 21.6 percent, Hamilton at 21.0 percent and Toronto at 19.2 
percent. The average increase outside of the major urban centers was 16.9 
percent. Most of the increase in resale home prices occurred in the first half 
of the year with price increases moderating in the last half of 1989. 

Vacancy rates in most CMAs remained low, with October 1989 rates 
remaining close to those of a year earlier. Limited new private rental supply 
was added due to better returns in the condominium market and negative 
cash flows in standard rental production. Vacancy rates increased modestly 
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from April to October in Hamilton, Kitchener, Oshawa and Toronto. Only 
London remained above 2 percent at 2.9 percent down from 3.6 percent in 
April. The Ontario vacancy rate for all centers surveyed remained at 

0.8 percent throughout the year. 


1990 Outlook 
Economy 


The Ontario economy is in its seventh year of economic expansion with 
the pace of economic activity forecast to moderate for the second year ina 
row. Real GDP in 1990 is forecast to increase by 1.3 percent following an 
estimated 2.8 percent last year. The continued slowdown largely reflects the 
deceleration of consumer spending and business investment at the end of 
this economic cycle. 


Business investment in Ontario which has sustained the latter part of this 
economic cycle is forecast to decline. Only expenditure increases in 
manufacturing and utilities are forecast in 1990. Exports, which were 
sluggish in 1989, are expected to rebound this year as the dollar weakens. 
Domestic auto production has declined due mainly to fewer exports of 
passenger cars to the U.S. however, sales of foreign cars produced in 
Canada are expected to continue to grow. 


Consumer spending is expected to be lower in 1990 despite increases in 
personal disposable income as Canadians borrow less and save more. High 
ead | Bed | Be alle house prices and high mortgage interest rates have left purchasers with 
= En lees little discretionary income. Retail sales growth will be flat or negative. The 
consumer price index estimated at 5.9 percent in 1989 is forecast to drop to 
5.0 percent in 1990. 


Due to continued strong migration to Ontario from international sources, 
the labour force will grow at 1.5 percent in 1990 following 1.9 percent 
growth in 1989. Employment growth will decline to 0.9 percent this year 
from 1.8 percent last year. As a result unemployment will rise to 5.6 percent 
in 1990 from 5.1 percent in 1989. 


Total net international immigration to Ontario, which has been increasing 


since 1985, is forecast to increase to 92,000 persons in 1990 compared to 
79,000 persons last year. 


REAL GROSS DOMESTIC PRODUCT 
% CHANGE 
ONTARIO 


ACTUAL #4 FORECAST 


SOURCE: CONFERENCE BOARD. 
CMHC: 1989 ESTIMATE, 1990 FORECAST. 
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Net interprovincial migration peaked in 1986 at 42,916 persons and has 
steadily declined since that time. Beginning in the second quarter of 1989 
interprovincial migration actually became negative and by year-end 6,500 
more persons were expected to leave Ontario for other provinces than to 
come to Ontario from other provinces. Negative net interprovincial migration 
is expected to continue to grow to 16,000 in 1990 due to the growing 
strength of the Alberta and B.C. economies and the slowdown of inmigration 
from Quebec. Total net migration is expected to increase to 76,000 persons 
in 1990 from 72,500 in 1989. 


Housing Market 


Housing starts will decline by 11.4 percent to 82,700 in 1990 from 93,337 
in 1989. 1990 represents the fifth strong year of housing construction with 
starts exceeding the projected annual requirement of 79,000 for the period. 
The modest decline in new house construction is mainly confined to single 
detached units and condominium apartments. Single detached starts are 
forecast to decline by 17.6 percent and condominium apartments 61.8 
percent. While Toronto will construct more than 55 percent of all 
condominium units in the province, the 5,127 unit decline in condominium 
starts in Toronto accounts for most of the province's 6,494 unit reduction in 
condominium starts. These declines will be offset by a 44.0 percent 
increase in the construction of rental units resulting from the provincial 
social housing program, initiated two years ago. 


The GST is expected to have a minimal effect on the overall level of 
Starts activity, but it will likely move the construction cycle for more 
expensive product forward in 1990. A strong showing is expected in the first 
half of the year in construction of higher priced homeownership 
condominium and single-detached units in order for purchasers to meet the 
GST program occupancy date of March 1,1991. 


A slowing economy and high house prices are expected to have a 
continuing moderating effect on resale activity. MLS sales volumes will 
continue to decline in 1990 by 11.5 percent, about the same rate as last 
year. The decline in sales volumes will be greatest in Thunder Bay at 13.1 
percent followed by Windsor at 11.6 percent and Oshawa at 11.4 percent. 
Only Ottawa at 6.4 percent and Sudbury at 2.0 percent will show an 
increase in volume of sales. 
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MLS resale house prices are forecast to increase only 3.8 percent this 


RESIDENTIAL MLS AVG. PRICE year in Ontario, a much lower rate of increase than the 14.6 percent 
% CHANGE experienced in 1989. The decline is due to a slowdown in sales of higher 


ONTARIO priced units. The highest price increase is forecast for Kitchener at 12 

percent followed by Sudbury at 11 percent. Centers outside of the major 
urban areas are also expected to have increases above the average at 7.4 
percent. 


Condominiums have continued to show stronger price increases than the 
rest of the market as this form of tenure becomes more attractive to — 
first-time buyers and the retirement market. This tenure form has gained a 
high level of acceptance over the past twenty years. 


The new house price index which measures the increase in the cost of 
purchasing a new standard house will increase less rapidly than in 1989. 
Centers with increases in excess of 10 percent will be Toronto, Kitchener 
and St. Catharines. 


Vacancy rates are projected to ease during 1990 due to increased net 
interprovincial outmigration and fewer younger renter households headed by 
persons less than 35 years of age. The vacancy rate for Ontario is projected 
SOURCE: CREA. FORECAST: CMHC. to increase to 0.8 percent in April and 0.9. percent in October mainly due to 
the higher rates forecast for London, Toronto and Windsor. Only London is 
forecast to be above 2 percent. 


ACTUAL FORECAST 
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Manitoba 


Housing Market Review - 1989 


W... demand was the most important factor in Manitoba housing 
markets in 1989. Key causes of the weak demand were the slow recovery from 
the 1988 drought, high mortgage rates, reduced levels of consumer confidence 
and continued high net outmigration. 

Construction activity in Manitoba over the past few years gives a clear 
indication of the weakness of demand for housing. Total housing starts fell 
from 8,174 units in 1987 to 5,455 in 1988 and 4,084 in 1989. In 1989, 
single starts dropped by 18 percent to 2,966 units. Because of oversupplied 
rental markets, all other types of starts (semi-detached, row and apartment 
units) were even harder hit, falling by 40 percent to 1,118 units. 


The communities of Portage la Prairie and Selkirk experienced the 
largest declines, with residential construction down by over 50 percent in 
both centres. Housing markets in Portage la Prairie have weakened 
considerably since news of the closure of the Portage la Prairie Canadian 
Forces Base scheduled for 1992. In contrast, strong metal markets helped 
increase single starts in Thompson by 40 percent in 1989. 


The dramatic decline in construction activity created substantial 
competition among builders and kept new house prices stable. The New REAL GROSS DOMESTIC PRODUCT 
House Price Index in Winnipeg showed almost no change throughout 1989. % CHANGE 


Resale markets also suffered from weak demand. In 1989, the number of MANITOBA 
sales through the province’s four MLS boards dropped by 6.8 percent to 
10,375. The average MLS resale price increased only modestly to $82,401, 
a gain of 2.5 percent. 

Soft demand in rental markets pushed vacancy rates in many Manitoba 
communities up. The Winnipeg rate in privately initiated structures of 6 units 
or more rose from 4.3 percent in October 1988 to 6.5 percent in October 
1989. Aggravating the effect of weak demand was the completion of a large 
number of new rental units during the summer months. 


1990 Outlook 


Economy 


Real economic growth, which is the rate of growth of the total output of 
all final goods and services adjusted for inflation, will slow in Manitoba in 


ACTUAL fed ~FORECAST 


SOURCE: CONFERENCE BOARD. 
CMHC ; 1989 ESTIMATE, 1990 FORECAST. 
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1990. Economic growth is forecast to be 2 percent in 1990, below the 
estimated 3 percent in 1989. The major cause of growth in 1989 was a 
substantial recovery in grains production from the severe drought of 1988. 


Employment will grow by about 5,000 jobs in 1990. This represents a 
gain of 1.0 percent similar to the 0.8 percent employment growth in 1989. 
Even with slower economic and employment growth in Manitoba, total net 
outmigration will decline from 5,400 in 1989 to 5,000 in 1990. A major factor 
accounting for the decline in outmigration is the anticipated slowdown in the 
central Canadian economy. 


Although agricultural output is forecast to continue to recover in 1990, 
net farm income will fall. This is because of the expected curtailment of 
federal government transfer payments to agriculture. The decline in incomes 
will have a substantial effect on consumer spending in Manitoba, 
particularly in rural areas. 


Other primary industries will also experience difficulties in 1990. Pulp 
prices will decline slightly, pushing the value of output of the forestry 
industry down, even though the volume of production will increase. The 
. value of output in the Manitoba mining industry will also fall because of 
HOUSING STARTS substantially weaker base metal prices. For example, the price of nickel, 
UNITS THOUSANDS (QTRLY) which is a key commodity in Manitoba, is forecast to fall by more than 50 
MANITOBA percent in 1990. 


Stable growth in manufacturing and utilities will help compensate for the 
poor primary industry outlook. Also contributing to growth are a number of 
sizeable investment projects. Construction of the Limestone hydro project 
will begin to wind down in 1990 but will still be a contributor to economic 
growth. Non-residential construction in the City of Winnipeg picked up in 
1989 and these projects will continue during 1990. One of the most 
significant is the expansion of the Boeing Canada aircraft parts plant. 
Another investment project that could have a substantial impact on 
provincial economic growth is the refurbishment of the MANFOR pulp mill in 
The Pas, which is currently undergoing environmental assessment. 


Housing Markets 
BEI sincLes Modest improvement in the demand for housing is expected in 1990. 
MULTIPLES Stable economic growth will be the most important demand factor but lower 


SOURCE: CMHC. mortgage rates and an effort by some purchasers to buy new houses before 


38 


PROVINCIAL HOUSING OUTLOOKS - MANITOBA 


the implementation of the Goods and Services Tax in 1991 will also 
contribute to the strengthening of demand in 1990. Although demand will 
improve, Manitoba housing markets will still remain slow. 


Total provincial housing starts in 1990 will grow to 4,400 units, an 
increase of 8 percent from 1989 but still well below the level achieved in the 
middle of the decade. The increase will result from stronger demand and no 
apparent supply difficulties. Both single-detached starts, with a gain of 
almost 8 percent to 3,200 units, and all other types of starts, with a gain of 
7.3 percent to 1,200 units, will benefit from the improvement in demand. 


Competition among builders will continue to keep new house prices 
stable. The New House Price Index in Winnipeg will increase by only 1.0 
percent in 1990. 


The number of MLS sales in Manitoba will increase by 9 percent over 
1989 to 11,300 but resale prices will show only modest increases. The 
average MLS price in Manitoba will rise by just over 4 percent to $86,000. 
Under still largely buyer's market conditions in Winnipeg, MLS sales will 
increase by 11 percent to 10,300. The average resale price will be $87,500, 
a gain of only 3.8 percent. 


Vacancy rates will drift downward in most provincial rental markets as the 
modest improvement in demand outweighs any increase in supply. In 
Winnipeg, for example, very little rental construction has been undertaken in 
recent months and this will allow the vacancy rate to decline. The rate in 
privately initiated structures of six units or more will fall from 6.5 percent 
last October to 6.0 percent in April and 5.0 percent in October 1990. 


Oly 


WINNIPEG VACANCY RATE 
(in apartment structures 6 units and over) 
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SASKATCHEWAN 


Housing Market Review - 1989 


n 1989, the Saskatchewan construction industry suffered the worst year 
since 1970. Total housing starts were 1,906 units, a decline of 50 percent from 
the previous year and the second fewest since CMHC began recording housing 
starts after the Second World War. 


Single starts fell from 2,246 units in 1988 to only 1,383 units in 1989. All 
other types of starts (semi-detached, row and apartment units) declined by 
68 percent from 1,610 to 523 units. As a result, 1989 was a very difficult 
year for builders in Saskatchewan and the industry underwent substantial 
restructuring. 


The main causes of the sharp drop in construction activity were 
oversupplied markets and weak demand. Factors weakening demand 
included declines in employment, high net outmigration and low consumer 
confidence. One factor that stabilized demand however was the provincial 
government's Mortgage Protection Plan, which caps rates at 9.75 percent 
on the first $50,000 of a principal residence mortgage. The program, in 
combination with relatively low house prices in the province, has sustained 
affordability despite high mortgage rates. 

Weak demand also caused MLS sales to decline for the third straight 
year. The number of sales dropped by 6.2 percent to 6,850. The average 
MLS price in the province rose by only 3 percent to $70,417. 


REAL GROSS DOMESTIC PRODUCT 


% CHANGE 
In most of the provincial rental markets surveyed by CMHC, vacancy SASKATCHEWAN 


rates peaked in April and had begun to decline by October. The decline 
occurred because there was almost no new rental construction. In 
Saskatoon, the vacancy rate in privately initiated structures of six units or 
more rose to 10.2 percent in April but fell to 8.8 percent in October. In 
Regina, the rate peaked at 8.1 in April and declined to 6.5 by the autumn. 


1990 Outlook 


Economy 


The weakness of the Saskatchewan economy was apparent throughout 
1989 but was not reflected in the most commonly used economic indicator, 
real Gross Domestic Product. Real Gross Domestic Product grew by 5.0 
percent in 1989 and is forecast to grow by 3.0 percent in 1990. The major 


factor behind the substantial increases in real GDP was the recovery of ACTUAL EB FORECAST 
: . : SOURCE: CONFERENCE BOARD. 
agricultural production after the severe 1988 drought. A change in the CMHC : 1989 ESTIMATE, 1990 FORECAST, 
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accounting methodology Statistics Canada uses for agricultural output was 
also a factor. In part because of high farm debt and efforts to rebuild grain 
inventories, the recovery of agricultural production did not spur consumer 
spending as much as was expected, preventing full recovery of the service 
sector. 


A better measure of the state of the Saskatchewan economy is 
employment, which fell by 1.1 percent or 5,000 jobs in 1989. In 1990, the 
number employed will climb by 1 percent or 5,000, returning to the level 
achieved before the 1988 recession. 


Although agricultural production is forecast to continue its recovery in 
1990, net farm income will fall because of a sharp curtailment of 
government transfer payments to farmers. The decline in farm income and 
ongoing rationalization of the agricultural sector will be most severely felt in 
rural areas. One result will be net outmigration from the province of 10,900 
in 1990. Although this is well below the estimated 15,100 net outmigration in 
1989, it is still substantial for a province of approximately one million 
population. 


Some Saskatchewan industries will perform well in 1990. As in Alberta, 
strong markets will benefit from the Saskatchewan natural gas industry. 


HOUSING STARTS Gold exploration in the La Ronge area is promoting economic growth. 
UNITS HUNDREDS (QTRLY) Commercial construction in Saskatoon and Regina and several major 
900 SASKATCHEWAN investment projects are having an effect. Construction will continue on the 


Shand power facility. The construction of the Bi-Provincial Upgrader in the 
border town of Lloydminster, which is expected to begin in the spring, will 
also benefit Saskatchewan, although a large share of the spin-off effects 
will flow to Alberta. Two projects currently facing delays, a fertilizer plant in 
Belle Plain and a pulp mill in Meadow Lake, could also proceed in 1990. 


Housing Markets 


Although some economic gains are expected for Saskatchewan in 1990, 
few of the underlying forces in the housing market will change. Most 
important is continued outmigration. As a result, the moderate increase in 
demand will bring only a slight pick-up in housing market activity. 


1990 


There will be more housing starts in 1990 than in 1989 but still relatively 
ae few compared to past years. Total starts will be 2,300, an increase of about 
eis 20 percent from last year. Most of the gain will be in single-detached starts 
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which will rise to 1,700 from 1,383 in 1989. Oversupplied rental and 
condominium markets will continue to dampen multiple-unit starts which will 
increase by less than 100 units to 600. New house price increases will also 
be moderate in 1990. The New House Price Index in Regina will rise by 2.0 
percent while in Saskatoon it will increase by 3.0 percent. 


Resale activity will also show modest improvement, with the number of 
MLS sales in the province increasing by about 3.6 percent to 7,100. The 
average MLS price will rise by only 2.2 percent to $72,000. Buyer’s markets 
will continue in both Regina and Saskatoon. The average MLS price in 
Regina will increase by 3.0 percent to $74,600. Price growth will be slower 
in Saskatoon with the average price rising by 1.0 percent to $77,200. 


Modest demand growth will allow rental vacancy rates in most urban 
Saskatchewan centres to drift down slightly in 1990. In Regina, the rate in 
privately initiated structures of six units or more will fall from 6.5 percent in 
October 1989 to 6.0 percent in October 1990. In Saskatoon, the rate will fall 
from 8.9 percent to 8.0 percent. The rates will, however, remain well above 
the 3.0 percent level generally accepted to be healthy, permitting both 
tenant choice in accommodation and the viability of rental market 
construction. The high rates will prevent rental construction and result in 
stable or declining rents. 


RESIDENTIAL MLS SALES 
SASKATCHEWAN 
(thousands) 


ACTUAL Ea FORECAST 


SOURCE: CREA, FORECAST: CMHC. 
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ALBERTA 


Housing Market Review - 1989 


n= ousing demand in Alberta strengthened throughout 1989, pushing 
residential construction activity well ahead of 1988 levels. Factors promoting 
housing demand included an expanding and increasingly diversified economy, 
healthy employment growth, more investor activity and high net inmigration of 
8,000 persons. Employment grew by more than 25,000 jobs in 1989, with gains 
in construction, manufacturing and the service sector outweighing losses in 
agriculture and other primary industries. 


With stronger employment and population growth, housing starts climbed 
by 30 percent from 11,360 units in 1988 to 14,712 in 1989. Single starts 
increased from 9,671 to 12,345. Most notable, however, was the continued 
improvement in starts of all other types (semi-detached, row and apartment 
units), which were sharply curtailed after the severe recession of 1982. 
Multiples starts increased by 40 percent to 2,367 units. 


Strong housing demand was evident in several other housing market 
indicators in 1989. The New House Price Index increased by more than 7.0 
percent in both Calgary and Edmonton. In 1989, 36,230 MLS residential 
sales were transacted in Alberta, an increase of about 19.3 percent. In both 
Calgary and Edmonton, MLS sales increased by more than 20 percent. The REAL GROSS DOMESTIC PRODUCT 
average MLS price in Alberta reached $98,180 in 1989, up 9.6 percent from % CHANGE 
1988. The strongest price growth occurred in Calgary where the average ALBERTA 
price increased by over 12 percent to $111,400. 


One of the most telling signs of the strength of Alberta housing markets 
is the decline in rental vacancy rates. In CMHC’s October 1989 rental 
market survey, the Edmonton vacancy rate in privately initiated structures of 
six units or more was 2.4 percent, down from 4.4 percent the previous year. 
The Calgary rate was 1.2 percent, down from 2.3 percent. Both rates are 
now below the 3 percent level which is generally accepted to be a healthy 
rate, permitting both tenant choice in accommodation and the viability of 
new rental construction. Recent surveys have shown that vacancy rates are 
falling in most Alberta centres. 


1990 Outlook 
Economy ACTUAL Hi Forecast 


SOURCE: CONFERENCE BOARD. 


The Alberta economy will perform well in 1990, growing faster than the CMHC: 1989 ESTIMATE, 1990 FORECAST. 


national average. Real provincial Gross Domestic Product, will grow by 2.5 
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percent in 1990, similar to growth in 1989. Strong job creation is also 
forecast, with employment growing by 27,000 jobs to 1,241,000. The solid 
performance of the Alberta economy will also mean higher net inmigration of 
12,000 in 1990, up from 8,000 in 1989. 


The energy sector is still critical to the Alberta economy, although less 
important than it was a decade ago. The price of West Texas Intermediate, 
the benchmark oil price, is forecast to remain at about $20 (U.S.) per barrel 
during 1990. This will promote stability for the oil sector and, perhaps, 
encourage a small increase in drilling activity. 


The natural gas industry is, however, more important to the economic 
outlook, largely because deregulation of the industry in both Canada and 
the United States has increased the market for Alberta gas. Concern about 
the environment is also helping the natura! gas industry because of the 
clean burning nature of the fuel. Substantial price increases are expected in 
1990. One difficulty, however, is that Alberta exports are currently near 
pipeline capacity and more construction is necessary before any significant 
further increase in exports is possible. A number of pipeline projects are 
planned or underway and these will result in economic growth in Alberta, 
especially the Calgary area. 


Another energy investment project that will be important to the Alberta 
economy over the next several years is the Bi-Provincial Heavy Oil 
Upgrader in Lloydminster, on the Saskatchewan/Alberta border. This project 
has been plagued by industry skepticism and construction delays for several 
years but major construction activity is expected to begin in 1990. Although 
the facility will be located in Saskatchewan, its construction will bring jobs 
and spin-off effects to Alberta as well. Engineering, construction, 
manufacturing, warehousing and transportation facilities in Alberta will 
benefit. Edmonton will receive the greatest benefit since it has traditionally 
been the service centre for the Lloydminster area. 


Several forestry investment projects will also be important to the northern 
Alberta economy in 1990. Construction of some of the proposed pulp mills 
has been delayed pending assessment of their environmental impact, but 
employment at projects that are currently underway in Whitecourt, Slave 
Lake, Peace River and Hinton will remain steady or increase during the 


year. Several sawmill investment projects will also contribute to growth in 
1990. 
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Primary industries continue to be a significant component of the Alberta 
economy but manufacturing and services have taken on a much more 
important role in recent years. Firms specializing in technology and 
research, engineering, food processing, clothing manufacture, tourism and 
financial services have all become significant employers. 


Another sign of the diversification of Alberta’s economy is the location of 
a number of new employers in the province, bringing new residents and 
stimulating housing demand. One example is the relocation of TransCanada 
Pipelines 700 head office jobs from Toronto to Calgary in 1990. The newly 
formed Hughes Aircraft of Canada Ltd., which has been awarded a 
long-term contract to revamp the national air control system, has chosen 
Calgary as its headquarters. In fact, Fortune magazine ranked Calgary as 
the third most popular location for the head offices of Canada’s top 500 
companies. 


Housing Markets 


The most important factor in Alberta housing markets in 1990 will again 
be strong demand. In addition to the effects of the economy through 
employment growth and high net inmigration, demand will be strengthened 
by several other factors. These include increasing investment activity, 
particularly from Asian investors, and an effort by some buyers to purchase 
new homes before the proposed Goods and Services Tax is implemented in 
1991. Two provincial government programs are also having an effect. The 
Alberta Mortgage Interest Shielding Program places a 12 percent cap on the 
first $75,000 of a principal residence mortgage. The Alberta Family First 
Home Program provides an interest-free loan of $4,000 to first-time home 
buyers. 


A new force in Alberta housing markets in 1990 will be the emergence of 
supply constraints. A major constraint on new construction will be the 
availability of serviced land for residential development. In Calgary, for 
example, lot development lagged behind demand in the last part of 1989 but 
this problem should abate in the first half of 1990. In Edmonton, the 
shortage of lots will persist and as a result construction will grow more 
slowly than demand in 1990. With an upswing in both residential and 


HOUSING STARTS 
UNITS THOUSANDS (QTRLY) 
ALBERTA 


1989 1990 
Ba SINGLES 
MULTIPLES 


SOURCE: CMHC. 
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non-residential construction, a skilled labour shortage is also placing 
constraints on residential construction throughout Alberta. The average 
construction period will increase in all major centres in 1990. 


Despite the supply constraints, total housing starts will be 16,600 units in 
1990, an increase of 13 percent from 1989. Single-detached starts will 
increase by 6 percent to approximately 13,000 units. Multiple starts will 
show the biggest gain, growing by almost 50 percent to 3,500 units. 
Multiple-unit construction will continue to be largely directed toward the 
condominium market but lower vacancy rates and higher rents will also 
permit some recovery of rental construction. 


Strong demand growth in combination with supply constraints will 
contribute to substantial increases in new house prices. The New House 
Price Index is expected to increase by 9 percent in Edmonton and by 15 
percent in Calgary. 


Resale activity throughout the province will also grow in 1990. The 
number of MLS sales in the province will reach 37,000, a 2.1 percent 
increase from 1989. Edmonton and Calgary will each have about 4 percent 
more MLS sales in 1990, with 11,300 and 19,200 respectively. Tight supply 
in the new market will also generate price increases in the resale market. 
The average MLS price for the province in 1990 will be $110,000, 

12.1 percent higher than 1989. The average price in Edmonton will increase 
by about 15 percent to $102,000. In Calgary, investor activity, substantial 
net inmigration and solid employment growth will push up the average MLS 
price by about 20 percent to $135,000. In 1990, the growth in demand will 
Outpace supply; resale markets in both Edmonton and Calgary, which 
exhibited balance between demand and supply through much of 1989, will 
be seller’s markets. 


RESIDENTIAL MLS PRICE 
% CHANGE 


Calgary and Edmonton 


Although multiple-unit construction is well ahead of recent years, a 
relatively small share of the new units are intended for the rental market. 
Faster growing demand than supply will push rental vacancy rates down in 
most Alberta communities. The vacancy rate in Edmonton will fall from 2.1 
tire percent in October 1989 to 1.0 percent in October 1990. Over the same 
Taree period, the Calgary vacancy rate will fall from 1.2 percent to 0.5 percent. 
As the rental market tightens, rents will continue to rise. 


SOURCE; CREA, FORECAST: CMHC. 
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British Columbia 


Housing Market Review - 1989 


1. housing market was very active during 1989 with starts, sales, and 
prices exhibiting large increases. Rental market conditions remained tight and 
rent increases accelerated. Housing demand increased substantially in 
response to a strong economy, rising net migration levels, high consumer 
confidence and some foreign investment. 


Total housing starts in 1989 reached the second highest level of the 
decade. Starts rose to 38,894 units from 30,487 units in 1988, a 28 percent 
increase. This was short of the record 41,585 units set in 1981. This past 
year also marked the fifth year of the starts cycle upswing, which makes it 
the longest expansion phase recorded. 


Housing sales surged ahead by about 20 percent for the third 
consecutive year. MLS residential sales were up an estimated 24 percent to 
84,000 units in 1989, compared to 19.7 percent in 1988 and 22.2 percent in 
1987. 


Existing house prices jumped to an estimated annual average of 
$151,400 in 1989 from $121,040 in 1988. MLS residential price increases 
accelerated to 25.1 percent in 1989 from 18.8 percent in 1988. 


The new single-detached market showed strong gains. Starts were up 22 
percent to 21,612 units from 17,761 units in the previous year. New house 
prices rose by an estimated 15.7 percent in Vancouver and 10.2 percent in 
Victoria according to Statistics Canada’s New House Price Index. 


Multiples starts increased by more than single-detached starts. This 
sector was up by 36 percent to 17,282 units from 12,726 units in 1988. 
Condominium activity was the impetus behind the higher multiples starts 
level. 

Condominium starts rose sharply by 47 percent to 12,516 units from 
8,496 units in 1988. Absorption was strong as reflected by a low 
inventory-to-absorption ratio. The large starts increase resulted ina 
corresponding large increase in units under construction at year-end. 


Rental market conditions tightened during 1989. The urban B.C. 
weighted average vacancy rate declined to 0.7 percent in October from 1.2 
percent a year earlier. Rent increases accelerated with one-bedroom 
apartment rents up by an average 11.2 percent in October over the previous 
year. The annual increase was 6.3 percent in October 1988. 
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Rental starts were up slightly to 3,604 units from 3,271 units in 1988. 
The high cost of land, construction and financing relative to market rents 
limited private rental construction. The strength of the condominium market 
was an added factor in attracting interest away from rental construction. 


Market activity spread to and increased in most parts of British Columbia. 
Notable starts and sales gains occurred on Vancouver Island and in the 
Okanagan. Vancouver and the surrounding area accounted for most of the 
province’s activity, although their share declined. 

Housing market activity was much stronger in the second half of 1989 
than in the first half. A brief and moderate weakness was evident in the 
second quarter. By the fourth quarter, however, starts, sales and prices 
were rising rapidly once again. A monthly record starts level was set in 
September. 


1990 Outlook 

Economy 
REAL GROSS DOMESTIC PRODUCT Economic growth will be quite strong in 1990 though less than last year’s 
% CHANGE very robust rate. Investment and consumer spending will continue to be the 
BRITISH COLUMBIA primary sources of growth. Exports will contribute less to overall growth this 


year than last year. British Columbia’s growth rate is expected to be above 
the national rate in 1990. Employment growth will continue to be strong, 
attracting a large number of people from other parts of Canada. 


In 1990, growth in real GDP is forecast at 3.3 percent, down from last 
year’s estimated rate of 5.0 percent. Investment expenditures are a main 
growth catalyst. This year nominal investment spending is forecast to 
increase by 12 percent compared to 21 percent in 1989. Consumer 
spending as reflected by nominal retail sales is forecast to increase by 
9 percent in 1990 following an estimated 11 percent increase last year. The 
value of goods exports is increasing at a slower rate. Exports were 
estimated to be up 4.3 percent in 1989 compared to 9.6 percent in 1988. 
This year the value of goods exported will increase more slowly at a 
forecast rate of 2 percent. The impact of a high value currency and slower 
FORECAST growth in B.C.’s major export markets will limit exports. 


ACTUAL 


SOURCE: CONFERENCE BOARD. 
CMHC : 1989 ESTIMATE, 1990 FORECAST. 
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Activity trends in the goods-producing industries will be mixed this year. 
Because of high business and residential investment spending, construction 
will have the highest growth rate. Forestry manufacturers will be faced with 
lower prices for pulp, paper and newsprint. Lumber production will increase 
slightly since U.S. housing starts and the price of lumber are forecast to rise 
only moderately. The mining sector will be faced with lower base metals 
prices and output will likely decline. Coal prices and production are 
expected to run counter to this trend. 


Service industry growth will be fairly strong during 1990. Income and 
population growth as well as lower interest rates bode well for the trade, 
business and other service industries. Tourism activity will also likely be 
slightly higher than last year’s high level. The transportation and utilities 
sectors will also experience close to last year’s growth rates. 


Employment is forecast to increase by 2.8 percent or 51,600 persons in 
1990. This will be lower than last year’s 5.7 percent growth rate and the 
record 77,000 jobs created then. Goods-sector employment will increase by 
3.0 percent this year following a 5.1 percent gain last year. Service-sector 
employment will be strong again this year with a 3.8 percent growth rate 
compared to 5.9 percent last year. 


Strong economic growth is the main factor behind higher migration 
levels. Total net migration is forecast to reach a record level of 62,000 
persons this year, up from 58,600 persons last year. Net interprovincial 
migration is forecast to remain high at 40,000 persons. A growing number of 
people are migrating from Ontario to British Columbia. Net international 
migration is rising steadily and will be at 22,000 persons in 1990. The total 
population growth rate for the province is forecast to be 2.7 percent in 1990, 
the highest rate in Canada. This high growth rate is the prime contributor to 
rising housing demand. 


Housing Market 


A record level of housing starts is expected this year. Housing sales and 
prices will increase significantly in 1990. Rental market conditions will 
remain tight despite an increase in rental construction. High net migration 
levels, strong employment growth, lower mortgage rates and high consumer 
confidence will contribute to a very active housing market this year. 


TOTAL NET MIGRATION 
THOUSANDS 
BRITISH COLUMBIA 


ACTUAL Ege) FORECAST 
SOURCE: STATISTICS CANADA. FORECAST: CMHC. 
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HOUSING STARTS 
UNITS THOUSANDS (QTRLY) 
BRITISH COLUMBIA 


1989 1990 
Ez SINGLES 
MULTIPLES 


SOURCE: CMHC. 


oz 


Total housing starts are forecast to be 42,500 units in 1990 up from 
38,894 units in 1989 and exceeding the previous record of 41,585 units set 
in 1981. The current starts expansion cycle phase will continue into its sixth 
year, which will make it the longest upswing recorded. 


Starts activity will continue to increase in areas outside Vancouver. 
Vancouver Island, the Okanagan and other parts of the province will 
experience large increases. The level of activity will remain in the 
Vancouver and the surrounding area but an increasing proportion will occur 
in the rest of British Columbia. 


Single-family starts are forecast to rise to 23,750 units in 1990 from 
21,612 units in 1989. The New House Price Index will rise by 20.8 percent 
in Vancouver this year and by 14.0 percent in Victoria. Rising prices in 
response to higher demand will stimulate construction. 


Multiples starts are forecast to rise to 18,750 units from 17,282 units last 
year. Low rental vacancy rates and strong condominium demand will 
contribute to a high level of starts. 


Rental construction will double in 1990 over 1989’s level. Private rental 
starts, including Index-Linked Mortgage (ILM) co-op’s, are forecast to rise to 
5,050 units from 2,559 units in 1989. This increase is mainly because of the 
province's Rental Supply Plan, which lowers mortgage financing 3 percent 
below market rates. Another factor is the creation of the Vancouver Land 
Corporation by the City of Vancouver. Assisted rental construction is 
expected to increase with more provincial funding for non-profit units. 


Vacancy rates in rental apartments will remain low in 1990 despite higher 
Starts. Vancouver's vacancy rate is forecast to be 0.3 percent in October 
1990. Rent increases will very likely continue to accelerate. One reason for 
expecting low vacancy rates is high demand. Another is that completion 
levels will not increase by as much as starts in 1990 since the average 
construction period is about nine months for apartments. 


Condominium construction will remain at a high level in 1990 though it 
will be lower than in 1989. Starts are forecast at 10,700 units this year, 
compared to last year’s record level of 12,516 units. A record level of 
completions is expected in 1990. Completions will increase 53 percent to 
12,425 units from 8,110 units last year. While absorption has been strong 
and is expected to increase over last year, newly completed and unsold 
inventory levels will very likely rise causing a slowdown in new construction. 


PROVINCIAL HOUSING OUTLOOKS - BRITISH COLUMBIA 


Some new condominiums will be purchased by local and foreign investors 
for rental purposes, though the majority will be purchased for ownership by 
local and newly arrived consumers. 


The very high level of starts is straining the production process and 
raising costs. Land costs are rising very rapidly and will increase further in 
1990. The supply of single family lots is not keeping pace with demand in 
the metropolitan areas. Construction costs will rise more rapidly in 1990 
because of higher labour costs and higher prices for materials. The length 
of construction time will continue to rise steadily because of the high level 
of activity and the subsequent strain on the production process. 


In the resale market, sales and prices are expected to post further gains 
this year. MLS residential sales are forecast to rise by 15.7 percent to 
96,700 units. The average MLS residential price will rise 18 percent to 
$178,100. 


Overall, the housing market will be very active in 1990, showing a record 
Starts level and higher sales and prices. Builders will find demand at a high 
level, but the strain on the supply process will bring higher costs. 
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HOUSING STARTS - TOTAL 


1984 


134900 


SOURCE: CMHC. 
* FORECAST. 


** Total does not add due to rounding. 
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HOUSING STARTS - SINGLES 


1985 1987 


1986 1988 1989 maLcoU 


2401 2632 2627 2530 2839 2932 2400 


416 783 699 


509 704 456 465 


3393 4001 4551 4120 3867 3361 3000 


2600 


2482 


3238 3234 295i) 2953, 2909 


20180 18442 23692 31430 


27724 24493 22300 


32851 56448 


43509 64929 57099 53511 44100 


3204 


3995 4791 4631 3601 2966 3200 


3011 3214 3770 2995 2246 1383 1700 


6549 7691 7146 9495 9671 12345 13075 


9164 11343 12966 16353 17761 21612 23750 


83651 98624 120008 140139 128465 125968 ** 116600 


SOURCE : CMHC. 
* FORECAST. 


** Total does not add due to rounding. 
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HOUSING STARTS - MULTIPLES AND OTHERS 


1984 1985 1986 1987 1988 1989 e990 


329 604 750 


447 Say) 310 


1611 1998 1950 


811 668 1h 835 


36656 30338 24565 19400 


25022 42825 39826 38600 


2908 1854 1118 1200 


1740 1610 Pe 600 


1316 1689 2367 3020 


UA 12726 17282 18750 


51249 67202 TSTdd. 105847 94097 89414 ** 85900 


SOURCE : CMHC. 
* TP FOREGAST. 


** Total does not add due to rounding. 
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DETAIL OF MULTIPLE STARTS 


= 


Private Assisted Total 
Rental Rental Rental 
Row/Apt Row/Apt Row/Apt 


Condo 
Row/Apt 


Other 
Semi/ 
Row/Free 


58 


NATIONAL HOUSING OUTLOOK 


NEW HOUSE PRICE INDEX 


(PERCENT CHANGE) 


ST. JOHN’S 
HALIFAX 
SAINT-JOHN 
QUEBEC CITY 
MONTREAL 
OTTAWA-HULL 
TORONTO 
HAMILTON 

ST. CATHARINES 
KITCHENER 
LONDON 
WINDSOR 
WINNIPEG 
REGINA 
SASKATOON 
CALGARY 
EDMONTON 
VANCOUVER 
VICTORIA 


1984 
3.4 
N/A 
10.4 
4.9 
6.2 
8.4 
0.6 
Sil 
Sol 
Shy 
4.8 
0) 
3.8 
1.4 
-0.3 
-7.5 
-6.1 
0.3 
0.4 


1985 
al 
N/A 
8.4 
5.4 
3 
-0.3 
2.8 
5.4 
11.4 
8.9 
3.8 
De! 
a2 
0'5 
Thy 
2.4 
-6.1 
-3.8 
-6.2 


1986 
JEN) 
2.0 
3.6 
6.7 
7.4 
2.8 

16.6 

10.2 

pans 

14.5 

13.8 

10.3 
6.4 
3.4 
4.5 
8.4 
46) 
0.2 

-5.1 


1987 
4.9 
3.4 
4.8 
8.9 

15.1 
5.7 

26.1 

16.8 

12.6 

14.4 

16.1 
6.7 
5.8 
3.6 
4.2 
3.9 
4.2 
4.6 

De, 


SOURCE: STATISTICS CANADA. CMHC: ESTIMATE AND FORECAST. 
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1.0 
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MLS ACTIVITY - TOTAL SALES 
(UNIT SALES AND YEAR/YEAR PERCENTAGE CHANGE) 
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SOURCE: CANADIAN REAL ESTATE ASSOCIATION. 
* FORECAST BY CMHC. 
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MLS ACTIVITY - AVERAGE PRICE 
( PERCENT CHANGE) 


=11990 
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SOURCE : CANADIAN REAL ESTATE ASSOCIATION. 
* FORECAST BY CMHC. 
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VACANCY RATES IN APARTMENT STRUCTURES OF SIX UNITS & OVER 
PRIVATELY INITIATED, IN METROPOLITAN AREAS 
(INCLUDES NEWLY COMPLETED UNITS AVAILABLE FOR RENT) 
PERCENT 


CALGARY 


CHICOUTIMI 
-JONQUIERE 


EDMONTON 
HALIFAX 
HAMILTON 
KITCHENER 
LONDON 
MONTREAL 
OSHAWA 
OTTAWA 
HULL 
QUEBEC 
REGINA 


ST. CATHARINES 
-NIAGARA 


SAINT JOHN 
ST. JOHN’S 
SASKATOON 
SHERBROOKE 
SUDBURY 
THUNDER BAY 
TORONTO 
TROIS-RIVIERES 
VANCOUVER 
VICTORIA 
WINDSOR 
WINNIPEG 


SOURCE: CMHC. 


62 


NATIONAL HOUSING OUTLOOK 


EMPLOYMENT 
(PERCENT CHANGE) 


1984 1985 1986 1987 1988 1989 = * 1990 


SOURCE: STATISTICS CANADA; CMHC. 
* FORECAST BY CMHC. 
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TOTAL NET MIGRATION 


1985 1986 1987 1988 * 1989 1900 


-4853 -4946 -2066 -700 -2500 
-389 616 740 300 300 
-981 -722 -800 -300 

-2630 -962 2000 1000 

14022 11844 22500 26500 

100444 79138 72500 76000 

-1972 -6336 -5400 -5000 

-8923 -14771 -15100 -10900 

-17671 5114 8000 12000 


32249 46579 58600 62000 


CANADA*** 41466 38431 47143 110208 118558 143500 159100 


SOURCE: STATISTICS CANADA; CMHC. 

* ESTIMATE. 

** FORECAST BY CMHC. 

*** EXCLUDES YUKON AND NORTHWEST TERRITORIES. 
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For further national information call the Market Analysis Centre: 


Mark Burchinshaw — Chief Economist (613) 748-2574 
Marc Pellerin — Economist, Capital Markets (613) 748-2506 
Michel Laurence — Economist, Sectoral Analysis (613) 748-2737 
Leonard FitzPatrick ‘ — Economist, Modelling and Forecasting (613) 748-2552 


For further provincial information please contact: 


Mac Woodman (Newfoundland) (709) 772-4034 
Ralph Freeze (Prince Edward Island) (902) 566-7336 
Andre Moore (Nova Scotia) (902) 426-8465 
Bruce Read (New Brunswick) (506) 452-3796 
Anh Trinh (Québec) (514) 283-3846 
Dallard Runge (Ontario) (416) 495-2000 
Richard Goatcher (Manitoba) (204) 983-5648 
Tim Gross (Regina) (306) 975-5880 
Paul Caton (Saskatchewan) (306) 975-4900 
Laurie Scott (Edmonton) (403) 482-8700 
Helmut Pastrick (British Columbia) (604) 666-2925 


CMHC’S National Housing Outlook is published twice a year. To subscribe call (613) 748-2969. 


Other CMHC Market Analysis publications available include: 


¢ Canadian Housing Markets (Quarterly) 

¢ Mortgage Market Trends (Quarterly) 

* Real Estate Forecasts for all major metropolitan areas (Semi-Annual) 

¢ Builders Forecasts for all major metropolitan areas (Semi-Annual) 

¢ Rental Market Survey Reports for all major metropolitan areas (Semi-Annual) 


¢ Local Market Housing Reports (Monthly) 


For more information on the above publications or if you wish to receive copies of any of the reports, please 
contact the market analyst in the CMHC Branch Office nearest you or the Market Analysis Centre directly at 
(613) 748-2969. 


Market Analysis Centre 

Canada Mortgage and Housing Corporation 
682 Montreal Road 

Ottawa, Ontario 

K1A OP7 

Fax No: (613) 745-1741. 
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Canada 


Housing activity in Canada slowed sharply in 
1990, largely in response to higher interest 
rates. Total starts dropped by 16 per cent to 
181,630 units, their lowest level since 1985. 
The total number of starts for 1991 is forecast 
to decline another 16 per cent to 152,000 units. 
Although lower levels of both single-detached 
and multiple unit starts will contribute to the 
decline, a sharp drop in multiples, particularly 
condominium unit starts, will play a major 
role. Similar to the previous forecast, the level 
of housing starts is expected to remain weak 
throughout the first half of 1991 before 
recovering during the second half of the year. 

As mortgage rates were a principal factor 
contributing to the slowdown experienced in 
the second half of 1990, they will also be a key 
ingredient fueling the recovery in 1991 and 
1992. Following a recovery during the second 
half of 1991, the level of housebuilding ac- 
tivity will continue to increase throughout 
1992 as inventories are reduced, employment 
and income improves and confidence is res- 
tored. Housing starts are forecast to increase to 
182,000 units in 1992. 


Newfoundland 


The level of residential construction activity 
declined in 1990 due to the combination of 
high interest rates, weaknesses in the resource 
based sectors and increased out-migration. 
Consistent with improved economic perfor- 
mance, housing markets are expected to per- 
form well over the forecast period. 
Employment gains associated with the Hiber- 
nia development and the expected continuation 
of the downward trend in interest rates will 
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support increased housing production in 
1991-92. Total starts are expected to ad- 
vance 6.3 per cent to 3,450 units in 1991 
and then increase a further 11.6 per cent 
to 3,850 units in 1992. 
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Prince Edward Island 


Housing starts declined for the second year in 
a row in 1990 as a result of increased out- 
migration and rising unemployment rates and 
are forecast to decline further to 500 units in 
1991. This represents a decline of 34 per cent 
from 762 started in 1990. Lower mortgage 
rates will not be sufficient to counter the 
reduced demand for housing due to high levels 
of out-migration and unemployment. Im- 
proved economic growth in 1992 will result in 
increased housing starts. Reduced out-migra- 
tion and unemployment levels along with 
lower interest rates will release pent-up 
demand for first-time homebuyers. Total starts 
are forecast to rise 25 per cent to 625 units in 
1992. 


SUM MAR Y 


Nova Scotia 


The residential construction industry in Nova 
Scotia turned in a solid performance in 1990. 
A total of 5,560 new homes were started, 
which is up 3.8 per cent over the previous 
year. The demand for housing in Nova Scotia 
will continue to soften in 1991, after a short 
reprieve in 1990. Provincial housing starts are 
forecast to decline 17 per cent to 4,600 units in 
1990, as the economic recession takes its toll 
on consumer and investor confidence. The 
economy is forecast to emerge from the reces- 
sion in the latter half of 1991, stimulating a 
small recovery in home construction. Starts ac- 
tivity is forecast to pick-up in 1992 to 5,100 
units. 


New Brunswick 


The New Brunswick housing market 
weakened in 1990 as a result of high interest 
rates and low consumer confidence and is 
forecast to experience a further decline in ac- 
tivity in 1991 before recovering modestly in 
1992. A shrinking national economy, low 
levels of consumer confidence and marginal 
net in-migration will result in a downward 
trend in activity levels throughout the 
province. Total housing starts will drop 10.5 
per cent to 2,400 units in 1991 before recover- 
ing to 2,850 units in 1992. 


Quebec 


Despite a sharp decrease during the 
second half of the year, the housing 
market experienced a relatively good year 
in 1990 with the total number of starts at 
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48,070 units, only two per cent lower than 
1989. Although the economy will remain 
weak in 1991, the housing market is ex- 
pected to begin to recover by the summer as 
a result of continued decline in interest 
rates, renewed consumer confidence as well 
as provincial government programs 
designed to stimulate housing demand. 
Total housing starts are expected to bottom 
out at 39,500 units in 1991 and rebound to 
46,500 in 1992. 


Ontario 


Housing starts in Ontario, which have been 
moderating since the 1987 high of 105,213 
starts, took a sharp drop in 1990 in response 
to high interest rates and low consumer con- 
fidence ending the year at 62,649 starts, 
down a record 33 per cent from last year. 
Further weakness in the economy will con- 
tribute to a continued decline in housing 
starts in 1991 to 57,000 before a 23 per cent 
recovery in 1992 to 70,000 units. 


Manitoba 


High mortgage rates, weak economic 

growth and continued, albeit lower, out- 
migration combined to erode consumer con- 
fidence and keep demand for housing weak 
in Manitoba in 1990. Housing starts are 
forecast to decline a further 24 per cent to 
2,500 in 1991 before a 20 per cent recovery 
in 1992 to 3,000 units. Continued high apart- 


ment vacancy rates in most centres will 
result in a record low number of multiple 
starts in 1991 while single-detached starts 
will fall sharply due largely to weaker 
demand for smaller starter homes. 


Saskatchewan 


New residential construction in Sas- 
katchewan continued to slow in 1990 with 
housing starts declining 26 per cent below 
the previous year. This is the fewest number 
of starts in the province since CMHC began 
keeping records in 1948. The key factor in 
the very weak performance of the provincial 
housing market has been the flat demand for 
housing as a result of little job creation, 
limited income growth, large net out-migra- 
tion, population losses in rural areas and 
high interest rates. No recovery is foreseen 
for Saskatchewan housing markets in 1991. 
Markets will stabilize at current levels 
before making modest advances in 1992. 
Weak economic performance in 1991 and 
only a slight recovery in 1992 are the main 
reasons for this forecast. Total provincial 
housing starts in 1991 will be 1,450 almost 
the same number as in 1990 and will in- 
crease slightly to 1,600 in 1992. 


Alberta 


After slowing throughout the latter part of 
1990, Alberta’s housing market will con- 
tinue to grow in 1991 and 1992 as a result 


of improving economic conditions and 
population growth. Despite a slow begin- 
ning in 1991, growing demand for hous- 
ing will exert upward pressure on the 
level of housing starts throughout the 
forecast period. Total housing starts in the 
province will decrease by seven per cent 
from 17,227 in 1990 to 16,000 in 1991. In 
1992 total housing starts will increase by 
16 per cent to 18,500 units as strong 
market growth continues throughout the 
year. 


British Columbia 


By the end of 1990 starts levels were well 
below peak levels achieved in late 1989 and 
early 1990. The housing market cycle is ex- 
pected to turnaround in 1991 and enter a 
recovery phase extending into 1992. Despite 
the weak prognosis for the B.C. economy in 
1991, lower interest rates and prices are ex- 
pected to stimulate demand sufficiently to 
generate the beginning of a moderate 
recovery phase. The starts recovery phase is 
expected to start slowly in mid-1991 and 
gain strength in 1992. Housing starts are 
forecast to decrease to 24,575 units in 
1991 before increasing to 29,650 units in 
1992. 


HOUSING MARKET REVIEW - 1990 


Housing activity in Canada slowed sharp- 
ly in 1990 largely in response to higher in- 
terest rates. Total starts dropped by 16 per 
cent to 181,630 units, their lowest level 
since 1985. Single-detached starts led the 
decline falling by 19 per cent to 102,315 
units. Multiple unit starts were slower to 
respond to the increase in mortgage rates 
but by the third quarter were clearly af- 
fected by changing economic conditions 
and by year-end had declined 11 per cent 
from the previous year. 

After peaking in the first quarter of 
1990 at 223,000 units seasonally adjusted 
at an annual rate (SAAR), the level of 
starts fell throughout the following three 
quarters. Mortgage rates exceeding 14 per 
cent throughout most of the second and 


third quarter were a principal factor con- 
tributing to the slowdown but increased 
uncertainty due to rising unemployment 
as well as other economic and political 
developments also reduced demand for 
housing units during this period. 

While the decline was widespread, 
there were exceptions. Alberta and Nova 
Scotia recorded higher levels of starts 
while the magnitude of the decline ex- 
perienced by the other provinces was 
varied. Ontario recorded the sharpest drop 
in housing starts followed by New 
Brunswick, Saskatchewan and Manitoba. 
The decline was more modest in British 
Columbia, Quebec, Newfoundland and 
Prince Edward Island. 


A deterioration in affordability as a 
result of rising mortgage rates and high 
house prices stalled activity in the over- 
heated markets such as Toronto and Van- 
couver, while weak employment and 
income growth coupled with high vacan- 
cies led to a further drop in housebuilding 
activity in provinces such as Manitoba 
and Saskatchewan. By contrast, the hous- 
ing market in Alberta benefited from rela- 
tively better economic performance than 
central Canada while the strength of hous- 
ing starts in Quebec continued to surprise 
most analysts. Housebuilding activity in 
Quebec was fueled by stronger than 
projected employment growth as well as 
international migration and provincial 
housing programs. 
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| As a result of rising inventories and 
reduced demand, vacancy rates were 
higher in most metropolitan areas in 1990. 
Most notably, vacancy rates were higher 
in Ontario and British Columbia although 
rental markets continued to remain tight 
‘in these provinces. Vacancy rates in 

: Quebec also continued to edge up and 
along with Manitoba and Saskatchewan 
were the highest in the country, exceeding 
five per cent on average. 

| Resale activity also matched the trends 
‘in new construction but responded to the 
increase in interest rates earlier. Total 
sales declined 23 per cent to 249,728 
units, the sharpest year-over-year decline 
on record and the lowest level since 1984. 


Similar to new construction, the over- 
heated markets such as Ontario and 
| British Columbia recorded the largest per- 
centage declines in sales. With the excep- 
tion of Nova Scotia and Prince Edward 
Island, all other provinces posted declines 
| but the magnitude was substantially less 
| than that experienced in Ontario and 
British Columbia. 
House prices responded to changing 
market conditions during the past year 
| with excess supply conditions in most 
| major metropolitan markets placing 
‘downward pressure on prices. The most 
pronounced adjustment occurred in the 
overheated markets such as Toronto and 
Vancouver, where resale prices declined 
by approximately nine per cent from their 
| respective peak by year-end 1990. Price 
increases slowed sharply or stalled in 
most other metropolitan markets and after 
adjusting for inflation were unchanged or 
lower in real terms. 


1 1991-92 OUTLOOK 


Economy 


Economic growth in Canada declined to 
its slowest pace in eight years in 1990. At 
0.7 per cent, the increase in the output of 
goods and services was the lowest level 
since 1981/82 recession and it is unlikely 
that economic conditions will improve 
substantially before the third quarter of 
1991. Consequently, gross domestic 
product adjusted for inflation is forecast 
to decline by 0.5 per cent in 1991 before 


growing by 2.7 per cent in 1992. The 
recessionary environment is expected to 
last through the first half of 1991 with 
most components of expenditure contribut- 
ing to the weakness during this period. Al- 
though the recession is expected to last 
possibly 5 quarters, it will be less severe 
than the one experienced in 1981/82. The 
magnitude of the decline during this reces- 
sion will be mitigated by a number of fac- 
tors such as low inventory-to-sales ratios 
and continued growth in Japan and Ger- 
many. The recovery will be fueled primari- 
ly by lower interest rates and improved 
exports (assuming a U.S. recovery by the 
second half of 1991), but is expected to be 
mild. High consumer debt levels, a sharp 
drop in corporate profits and fiscal policy 
constrained by a high federal deficit will 
limit the ability of most sectors to con- 
tribute to a sharp rebound. As well, inven- 
tory investment will contribute less to 
growth than in previous recoveries. 

Although the recession will affect all 
provinces, the magnitude of the impact 
will vary. Ontario is expected to be the 
hardest hit followed by Quebec. All other 
provinces are expected to experience very 
weak growth in 1991, with the exception 
of Alberta and Newfoundland which will 
benefit from energy investment. 
Economic activity will have improved in 
most provinces by the end of 1991 but the 
magnitude of the recovery will differ for 
each province. Once again Alberta and 
Newfoundland will lead growth in 1992 
largely due to energy investment. Ontario, 
which will benefit from increased exports 
of manufactured goods, will also exceed 
the national average in 1992. For most 
other provinces the recovery will be 
modest with growth of between 2 to 2.5 
per cent. 

The outlook for employment will mir- 
ror that of the overall output of goods and 
services. Following weak job growth in 
1990, total employment is forecast to fall 
by 0.8 per cent in 1991, the first decline 
in annual employment since 1982. 
Despite the drop, the number of jobs lost 
is expected to be much less than that ex- 
perienced during the 1981/82 recession 
when total employment dropped by 3.5 
per cent in 1982. Despite slower growth 
in the labour force, the drop in the number 


of jobs will push the unemployment rate 
to an average of 9.7 per cent in 1991. 
Canada’s unemployment rate will peak 
close to 10 per cent during the middle of 
1991 before gradually declining to about 
9 per cent by the end of 1992. The level 
of employment will improve along with 
the economy in the second half of 1991. 
Although annual employment is expected 
to grow by 1.6 per cent in 1992, it will not 
be sufficient to reduce the unemployment 
rate significantly during this period. Once 
the recovery begins the decline in the un- 
employment rate is expected to be 
gradual. This will be due to the projected 
moderate recovery as well as an accelera- 
tion in the growth in the labour force as 
workers re-enter the job market. As well, 
industry usually increases hours worked 
during the initial stages of the recovery 
before hiring additional staff. 


Real Gross Domestic Product 
% Change 
CANADA 


42 43 


31 3.1 


ah 


0.7 
-0.5 


SIS il felon |p {tsi Wethe) |) Clee ish || Ce 


[7] ACTUAL BM rorecast 


SOURCE: Conference Board. 
CMHC: Forecast. 


With a substantial easing in labour and 
product markets during the recession, in- 
flationary pressures will be reduced. 
Capacity utilization for most industries 
has fallen sharply during the past year 
while the unemployment rate has jumped 
almost two full percentage points since 
the first half of 1990. The unemployment 
rate will remain well above the estimated 
non-accelerating inflation rate of un- 
employment. Although the recession will 
dampen the underlying core inflation rate, 
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other factors such as oil prices and the 
Goods and Services Tax will contribute to 
higher consumer prices in the first part of 
1991. The outlook for oil prices present 
the greatest risk at this time due to the 
Gulf War. This forecast has assumed an 
average price of $U.S. 26-28 per barrel for 
1991 and $U.S. 22-24 per barrel in 1992. 

Most forecasters expect interest rates 
to decline further in 1991 in response to a 
weak economy and a reduction in infla- 
tionary pressures. The introduction of the 
GST and relatively high interest rates in 
the U.S., Germany and Japan will, how- 
ever, moderate the decline in Canadian 
rates, particularly long-term rates. In 
1991, mortgage rates are expected to fall 
by 1.75-2.25 percentage points from the 
level observed at the end of December 
1990. Mortgage rates for a one-year term 
are expected to range between 10.25 and 
10.75 per cent while mortgages rates for a 
five-year term are will range between 
10.50 and 11.00 per cent. Most of the 
decline in mortgage rates is expected to 
occur during the first half of the year fol- 
lowed by a levelling off in the second half 
as economic conditions improve. 

There are a number of factors which 
could alter the near-term outlook. The 
primary ones are the Gulf War, consumer 
and business confidence and the U.S. 
financial system. 

A major risk to the short-term outlook 
arises from the Gulf war. The current 


economic outlook assumes an early end to 
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the war. There are a wide range of alterna- 
tive scenarios, one of which would be a 
prolonged conflict resulting in a severe 
disruption to oil supplies and sharply 
higher oil prices. Despite the fact that 
Canada is a net oil exporter, sharply 
higher oil prices could adversely affect 
the already weakened economies of 
Canada’s trading partners and increase the 
risk of a prolonged recession. Additional- 
ly, a prolonged conflict could further 
depress consumer confidence. This 
coupled with shrinking disposable income 
as a result of rising unemployment, higher 
oil prices and the introduction of the GST 
could further reduce consumer spending 
power potentially resulting in a sharp cut- 
back in expenditures on their part. 

The forecast assumes that the U.S. 
economy will recover by the middle of 
1991 but in addition to the risk posed by 
the Gulf War, there are the current 
problems associated with the U.S. finan- 
cial system. The present banking crisis as 
well as high personal and corporate debt 
levels present a risk to the U.S. financial 
system not experienced since the 1930’s. 
While the crisis will have an adverse im- 
pact on the federal deficit as well as con- 
sumer and business confidence, the 
monetary and fiscal authorities are ex- 
pected to ensure that the financial system 
remains sound and that a severe credit 
crunch does not occur. 


Housing Market 


The outlook for the housing market has 
not changed significantly from the pre- 
vious forecast although weaker than ex- 
pected economic growth in the U.S. and 
Canada have resulted in a downward 
revision to the level of starts and sales of 
existing units in 1991. 

The total number of starts for 1991 is 
forecast to be 152,000 units, down 16 per 
cent from the 181,630 units started in 1990. 
Although lower levels of both single- 
detached and multiple unit starts will con- 
tribute to the decline, a sharp drop in 
multiples, particularly condominium unit 
starts, will play a major role. Single-detached 
starts are projected to decline by 9 per cent to 
93,000 units, following a drop of 19 per cent 
in 1990. The decline in single-detached starts 


will be widespread but will be greatest in 
British Columbia, Quebec and Manitoba. 
Multiple unit starts will decline by 26 per 
cent to 59,000 units reducing their share 
of total starts to 39 per cent. Similar to 
single-detached starts, the decline in multi- 
ples will be widespread, and with the ex- 
ception of a few provinces such as 
Alberta, Saskatchewan and New- 
foundland, will be substantial with the 
decline ranging from 15 to 55 per cent. 
Total starts, at 152,000, while reaching 
their lowest level since 1985, will still 
remain above the levels recorded during 
the 1981/82 recession. 
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Following a recovery during the 
second half of 1991, the level of 
housebuilding activity will continue to in- 
crease throughout 1992 as inventories are 
reduced, employment and income im- 
proves and confidence is restored. Hous- 
ing starts are forecast to increase to 
182,000 units in 1992. Despite the higher 
level of activity, total starts will fall 
below potential requirements, setting the 
stage for further gains. A sharp rebound in 
multiple unit starts, particularly con- 
dominium units, will be a major factor 
contributing to the recovery. The gains 
will be broadly based and will be led by 
Ontario and Quebec. 

Similar to the previous forecast, the 
level of housing starts is expected to 
remain weak throughout the first half of 
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1991 before recovering during the second 
half of the year. As rising mortgage rates 
were a principal factor contributing to the 
slowdown experienced in the second half 
of 1990, they will also be a key ingredient 
fueling the recovery in 1991 and 1992. 
Lower mortgage rates in addition to 
declining house prices in the overheated 
markets such as Toronto and Vancouver 
as well as more modest increases in prices 
in other markets will improve affor- 
dability setting the stage for a recovery as 
the price/income imbalance is corrected. 
A number of provincial government 
programs will also act as a mild stimulus 
during the forecast period. Ontario’s 
Homes Now Program is expected to con- 
tribute to increased levels of socially as- 
sisted units while the latest program 
announced by Quebec will possibly add 
between four to eight thousand private 
market starts in 1991. 

The recovery will be gradual as a 
result of high debts loads, rising un- 
employment, high inventories and in- 
creased uncertainty. Despite some 
reduction, residential debt as a proportion 
of personal disposable income continues 
to remain at a high level. As well the un- 
employment rate is forecast to rise to the 
10 per cent level and this combined with 
weak income growth will reduce potential 
homebuyers ability to enter the housing 
market. Low sales of existing units will 
also limit the ability of the existing 
homeowners to move-up in the housing 
market. Additionally, existing inventories 
of newly completed and unoccupied units 
are typically drawn down before substan- 
tial increases in new construction occur. 
Although mortgage rates have declined 
substantially since the end of 1990 and 
are projected to decline further, the lag be- 
tween changes in the level of interest rates 
and housing starts is estimated to be ap- 
proximately one to two quarters. This 
combined with high inventories point to 
no substantial pickup in starts activity 
until the second half of 1991. As price in- 
creases are expected to be modest during 
the recovery the investment motive will 
not be a principal factor fueling demand 
for housing at this stage in the cycle. 

Although the recovery will be dam- 
pened by the preceeding factors, it will 


not take as long as the period following 
the 1981/82 recession before housing 
starts reach levels consistent with poten- 
tial housing requirements. Total housing 
starts at a seasonally adjusted annual rate 
are projected to be close to the 200,000 
unit level by the end of 1992, returning to 
levels consistent with underlying demand. 
This is in contrast to the previous reces- 
sion when it was 1986 before total starts 
reached the 200,000 unit level. 

Although a mild recovery is expected, 
there are a number of factors supporting a 
strong level of activity once the recovery 
is firmly in place. Housing starts are ex- 
pected to fall short of underlying housing 
requirements during the 1990-92 period 
resulting in pent-up demand. This com- 
bined with estimated annual average hous- 
ing requirements of over 200,000 units 
during 1991 and 1992 point to the poten- 
tial for housing starts to exceed 200,000 
units per annum. 

Vacancy rates in apartment structures of 
three units and over privately initiated will 
parallel trends in the new and existing hous- 
ing markets. A reduction in the supply of 
rental units and increase in demand will 
reduce the number of vacant rental units in 
most major markets in Canada during the 
next two years. Household formation is ex- 
pected to increase along with economic con- 
ditions while lower levels of rental units 
started particularly in 1991 will limit the 
supply. Similar to sales of new and existing 
units, the improvement in the rental market 
is expected to be gradual with the outlook 
depending upon economic and market condi- 
tions in each market. Despite the improve- 
ment, vacancy rates in Quebec, 
Saskatchewan and Manitoba will continue 
to exceed the national average with rates 
ranging between four and eight per cent 
while rental markets in Ontario, British 
Columbia and Alberta will continue to 
remain tight. 

Sales of existing units proceeded the 
decline in housing starts in 1990 and by 
year-end had declined by 23 per cent, al- 
most twice the rate of new construction. 
Similarly, sales of existing units will begin 
to recover prior to housebuilding activity 
and consequently are forecast to rise by a 
modest two per cent in 1991 compared to a 
further decline in new construction. With 


the exception of New Brunswick, Nova 
Scotia and Ontario, all provinces will 
share in the recovery although the gains 
will be modest. Similar to new construc- 
tion, the combination of lower mortgage 
rates, and improved affordability in 
markets such as Toronto and Vancouver 
will stimulate the demand for existing 
units. As the economy improves and con- 
fidence is restored, the recovery will ac- 
celerate with sales of existing units 
increasing at a faster pace. Following an 
increase of two per cent in 1991, total 
sales are projected to grow by eight per 
cent in 1992, although at 274,000 units 
will be substantially below the levels 
recorded during the second half of the 
1980s. 

Price increases will be modest over the 
forecast period, averaging approximately 
five per cent. With inflation projected to 
average between four to six per cent during 
the next two years, house prices will remain 
unchanged in real terms. Price changes will 
reflect market conditions over the forecast 
period. Weak demand and excess supply 
(buyers market conditions) will limit price 
increases in most provinces during the next 
two years, although there will be a few ex- 
ceptions. Both Alberta and Newfoundland, 
fueled by above average growth in demand, 
will lead the country with prices increasing 
by approximately eight to nine per cent. 
Most other provinces are expected to post 
gains in the range of one to seven per cent. 
It will likely be the second half of 1991 
before the sales-to-listing ratio increases suf- 
ficiently to restore balanced market condi- 
tions in most metropolitan areas. 
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Housing Market 
Review — 1990 


Residential construction activity slowed in 
1990, following a stellar performance in 
1989. The combination of high interest rates, 
weaknesses in resource based sectors and in- 
creased outmigration dampened housing 
market activity in 1990. Housing starts 
declined 8.2 per cent to 3,245 units from 
1989 levels. Single-detached starts were 
responsible for the drop in new home con- 
struction as total production fell 15.8 per cent 
to 2,468 units. Multiple unit construction ex- 
perienced substantial growth with total starts 
advancing 28.6 per cent to 777 units. Higher 
multiple unit starts were supported by in- 
creased construction of single-detached dwell- 
ings with subsidiary/accessory apartments as 
individuals addressed affordability concerns 
in response to high interest rates. Above 
average production levels of federal/provin- 
cial assisted housing and private investment 
in the condominium and rental markets also 
contributed to the surge in multiple unit con- 
struction. 

Contrary to the national trend, the resale 
market in the St. John’s CMA in 1990 was 
only marginally weaker than 1989. MLS 
sales volumes were down a modest 0.9 per 
cent to 1,939 units. Strong employment 
growth coupled with finalization of an agree- 
ment for start of the $5.2 billion Hibernia 
project in September 1990 served to maintain 
sales activity at a high level. Supported by the 
sale of higher priced housing units, average 
sale price increased a healthy 6.8 per cent to 
an annual average of $88,939. The central 
region of the province experienced a sig- 
nificant decline in activity with sales volumes 
falling 30 per cent to 59 units. Sale price in 
central Newfoundland decreased 4.9 per cent 


to an annual average of $79,275. MLS 
sales for Newfoundland totalled 1,998, 
down 2.1 per cent from 1989 levels. 

The rental market in the St. John’s 
metropolitan area began to tighten in the 
second half of 1990 with the apartment vacan- 
cy rate at its lowest level since 1982. The 
vacancy rate for privately initiated apartment 
structures containing three or more units 
declined to 1.8 per cent in October 1990 
down from 4.7 per cent a year earlier. The 
sharp decline in the vacancy rate reflects 
limited construction in recent years of new 
apartments, seasonal movement of students to 
the area and the exclusion of some apartments 
previously counted as vacant but now con- 
sidered unrentable as they require major 
renovations. 


1991-92 OUTLOOK 


Economy 


Following slower economic growth es- 
timated at 0.4 per cent in 1990, the 
economy is expected to outperform most 
other provinces over the forecast period. Al- 
though some key goods producing in- 
dustries are expected to remain weak in 
1991, investment expenditures flowing 
from the $5.2 billion Hibernia development 
will provide much needed economic 
stimulus. Real Gross Domestic Product is 
forecast to advance to 2.4 and 4.1 per cent 
respectively, in 1991 and 1992. Further 
downsizing in the fishery and a continua- 
tion of soft demand for newsprint will be 
more than offset by increased construction 
output related to the Hibernia project. 

The substantial decline in the Total Al- 
lowable Catch (TAC) for northern cod in 
1990 caused the major fish companies to 


reduce processing capacity in the province. 
Processing plants owned by Fishery 
Products International located at Trepassey, 
Grand Bank and Gaultois are scheduled for 
permanent closure in mid-1991 affecting 
approximately 1,500 employees. A new 
three year Atlantic groundfish management 
plan unveiled in December 1990 set the 
TAC for northern cod at 187,860 metric 
tonnes for 1991, down by nearly 10,000 
tonnes from 1990. The plan called for fur- 
ther reductions to 183,002 and 178,145 ton- 
nes in 1992 and 1993, respectively. Further 
downsizing in the fishery sector is likely 
over the forecast period. However, the 
decline will be moderate as further plant 
closures are expected to be minimal. While 
the Federal Government’s $584 million 
Atlantic Canada response program is ex- 
pected to lessen the impact of the layoffs, 
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alternative employment opportunities in af- 
fected communities will be limited. 

Following lower output in the forest 
products sector in 1990, demand for 
newsprint is expected to remain relatively 
flat over the forecast period. The trend 
towards lower output levels reflects the per- 
sistence of soft market conditions par- 
ticularly in the U.S. market and the relative 
strength of the Canadian dollar. Despite the 
closure of the St. Lawrence fluorspar mine 
in late 1990 and the shutdown of the Baie 
Verte asbestos mine in early 1991, mining 
industry activity is forecast to post gains in 
both 1991 and 1992. Direct expenditures as- 
sociated with the Hibernia development are 
expected to initiate renewed interest in oil 
and gas exploration activities providing sup- 
port for expansion in the industry. Al- 
though the province’s iron ore industry is 
expected to produce at 1990 levels over the 
forecast period, employment will post 
gradual declines as the province’s two 
major producers strive for further produc- 
tivity improvements. Lower fisheries out- 
put combined with a continuation of soft 
newsprint markets and higher employment 
costs stemming from introduction of a 
provincial payroll tax will limit opportunities 
for expansion in the manufacturing sector in 
1991-92. 

The signing of the agreement for the 
Hibernia Development and the awarding of 
related contracts in mid-September 1990 
has served to bolster sagging business con- 
fidence. The project will involve expendi- 
tures totalling $5.2 billion during the six 
year pre-production phase and will provide 
an estimated 10,000 person-years of direct 
employment. Employment is expected to 
peak at 3,000 jobs during the construction 
stage. The construction industry will 
benefit from activities related to the project 
with significant increases in output ex- 
pected in 1991-92. 

After exhibiting some weaknesses in 
1990, the service sector is expected to 
rebound in 1991-92 as income and employ- 
ment levels increase with the Hibernia 
project. Expected job losses associated with 
provincial government cutbacks and the in- 
troduction of the Goods and Services Tax 
will moderate the pace of expansion in the 
near term. Despite these negative influen- 
ces, the service sector will continue to ex- 


pand over the forecast period with added 
impetus from the oil and gas sector. 

After experiencing no growth in 1990, 
employment is expected to record a modest 
increase of approximately one per cent in 
1991. Employment growth will advance a 
healthy 2.5 per cent in 1992 with spin-offs 
from the Hibernia project providing the 
major thrust. Despite the boost to employ- 
ment from the Hibernia project, the 
province’s unemployment rate will remain 
in the 16 to 17 per cent range over the 
forecast period. 

Poor performance in the province’s 
resource sectors initiated a considerable out- 
flow of people in 1990, as net migration in- 
creased to an estimated -3,500 persons. 
Although the province will continue to ex- 
perience a net outflow of people in 1991, 
the economic downturn in Central Canada 
and positive expectations concerning the 
Hibernia development will serve to limit 
the traditional exodus of persons to other 
provinces. Preconditions attached to secur- 
ing employment with Hibernia coupled 
with a national recession that is expected to 
be relatively shallow compared to 1982, 
will lessen the prospects for increased 
migration to the province. Total net-migra- 
tion is forecast to decline to -500 in 1991 
and zero in 1992. 


Housing Market 

Consistent with the province’s economic 
outlook, housing markets are expected to 
perform well over the forecast period. 
Employment gains associated with the 
Hibernia development and a continuation 
of the downward trend in interest rates will 
support increased housing production in 
1991-92. Total starts are expected to ad- 
vance 6.3 per cent to 3,450 units in 1991 
and then increase a further 11.6 per cent to 
3,850 units in 1992. Single-detached units 
are forecast to increase 9.4 and 7.4 per cent 
to 2,700 and 2,900 units, respectively, in 
1991 and 1992. Multiple-unit construction 
is expected to approximate 1990 levels in 
1991 at 750 units. Lower net out migration 
and strong employment growth stemming 
from Hibernia spin-offs will provide added 
stimulus to the private rental market in 
1992 with total multiple starts advancing 
26.7 per cent to 950 units. Assisted multi- 
ple starts are forecast at 220 units for both 
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1991 and 1992. Market rental, con- 
dominium, and single-detached units with 
subsidiary/accessory apartments will ac- 
count for the balance. 

Following a modest decline in MLS 
sales volumes in 1990, the resale market in 
the St. John’s CMA is expected to rebound 
in 1991-92. Lower interest rates and in- 
migration associated with the Hibernia 
project will contribute to a resurgence in 
the resale market. Total MLS sales are 
forecast to increase 8.3 per cent to 2,100 
units in 1991. Spurred by the continuation 
of a strong move-up market, MLS sales 
will advance 9.5 per cent to 2,300 units in 
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1992. MLS sales in Central Newfoundland 
are expected to approximate 75 units in 
1991 before reaching 100 units in 1992. 
Total MLS sales for the province are 
forecast to advance 8.9 and 10.3 per cent, 
respectively, in 1991 and 1992. The 
average sales price is expected to increase 
| between 8 and 10 per cent annually over 
the forecast period. 

The gap between market rents and rents 


required to ensure project viability con- 


tinues to discourage developers from con- 
structing new apartments in the metro 
region. With additional demand expected to 
be generated in 1991 and 1992, oppor- 
tunities exist for the construction of 
reasonably good quality rental units. Vacan- 
cy rates are expected to range between 2.6 
and 2.9 per cent in 1991. As the economy 
continues to expand in 1992, the limited 
supply of new rental accommodation will 
result in a further reduction in vacancy 


rates to between 1.9 and 2.5 per cent. Rent- 
al rates for above average-quality accom- 
modation are expected to increase at or 
slightly above the rate of inflation over the 
forecast period. Without renovations to 
lower quality stock, this segment of the 
market will continue to experience high 
vacancies restricting the ability of landlords 
to raise rents. 


i PROVINCIAL HOUSING OUTLOOKS 


Island 


Housing Market 
| review — 1990 
| Housing starts declined for the second year in 
a row on Prince Edward Island, but the drop 
in 1990 was moderate compared to the pre- 
vious year. The lowest economic growth in 
the past decade, along with increasing out- 
migration and unemployment rates have led 
to a weakened housing market on the Island. 
| Although employment grew by 1,000 to 
55,000, the labour force grew by 2,000, lead- 
ing to an increase in the number unemployed 
as well as the unemployment rate. 

Single-detached unit starts in 1990 
| remained relatively stable with 1989 levels, 
| increasing by 5.9 per cent to 483. The number 
of multiple unit starts was down significantly 
to 279, a decline of 22 per cent. Multiple unit 
Starts were very slow in the second and third 
quarters of 1990, with a large increase at year 
end. November and December starts repre- 
sent over 50 per cent of the total multiple 
starts for 1990. 

Residential sales through the Multiple 
Listing Service (MLS) increased as a 
higher percentage of transactions utilized 


Prince Edward 


the service. Sales grew by 18.5 per cent to 
742 units. Increased sales activity in the 
Summerside area was a result of the move- 
ment of people from CFB Summerside. 
The average residential MLS sales price 
decreased by 6.6 per cent to $69,284. 

The rental market in Charlottetown in Oc- 
tober 1990 maintained the 3.0 per cent vacan- 
cy rate of October 1989. This level reflects 
lower than expected vacancy rates. The num- 
ber of students living off-campus was higher 
due to the use of university facilities for the 
Canada Winter Games. Vacancy rates were 
held down by this one time move away from 
campus housing. 


1991-92 OUTLOOK 


Economy 

Economic growth on Prince Edward Island 

is expected to decline from an estimated 

1.1 per cent in 1990 to 0.5 per cent in 1991. 
Constrained federal and provincial govern- 

ment spending, reduced farm cash receipts, 

and a drop in tourist numbers and expendi- 

tures will cause growth in real gross domes- 


8 NATIONAL HOUSING OUTLOOK — WINTER 1991 


tic product to be moderate. The reduction 
in retail trade experienced in the last half of 
1990 is expected to continue into the first 
two quarters of 1991. Increased consumer 
confidence in the latter part of the year will 
pull the economy into a recovery period. 
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The service sector will be significantly 
influenced by the recession in 1991. The 
combination of the goods and services 
tax(GST), reduced consumer and business 
demand, and restrained government spend- 
ing will cause this sector to contract. 
Tourism will be particularly affected but 
the 1991 Canada Winter Games will offset 
some of the impact. The benefits from the 
Games are expected to be concentrated in 
the Charlottetown area. 

Increased potato processing capacity 
and continued emphasis in food processing 
will lead the manufacturing industries. The 
building of the federal plant pathology 
laboratory (1991), the GST complex (1991- 
92), school renovations and expansions 
(1991), and commercial building will cause 
non-residential construction to be strong. 

The labour force and employment levels 
are projected to decrease slightly in 1991 
by 0.9 and 0.5 per cent respectively. This 
will be the first decline in these figures 
since the 1981-82 recession. The larger rela- 
tive drop in the labour force will reduce the 
unemployment rate from 14.9 per cent in 
1990 to 14.7 per cent in 1991. 

Reduced economic activity and the 
movement of military personnel from CFB 
Summerside will cause the recent trend of 
positive net migration to reverse. Net migra- 
tion for 1990 is estimated at a loss of 940 
people. The outmigration is expected to 
peak at 1,220 in 1991. 

Economic growth will recover some- 
what in 1992 to 1.5 per cent. Although this 
represents an improvement over 1990 and 
1991, it is considerably below the levels of 
growth experienced between 1983 and 
1989. Increased expenditures by govern- 
ments and consumers wiil help to fuel a 
recovery. Familiarity with the GST and 
trading agreements will reduce uncertainty 
in the PEI economy. 

Net migration in {992 will be an out- 
flow of 320 people from the province. The 
majority of military personnel from CFB 
Summerside will have already been moved. 
The completion of the base closure will 
occur in 1992 but the recovering economy 
will help reduce outmigration. 

The labour force will experience a very 
slight decline of 0.6 per cent in 1992. 
Reduced activity in the service industries 
will affect seasonal employment oppor- 


tunities and discourage some from remain- 
ing in the labour force. Total employment 
levels are projected to be maintained at the 
55,000 level. The unemployment rate will 
fall to 14.1 per cent as a result of the 
reduced labour force, and stable employ- 
ment. 

The fishing industry is not expected to 
show any growth over the forecast period. 
Segments of the fishing sector, like aquacul- 
ture, will continue to expand. This will be 
offset by a reduced catch of groundfish and 
relatively low lobster prices. Income from 
fishing will be constrained throughout 1991 
and 1992. The 1991 and 1992 forecasts as- 
sume that there will not be any construction 
activity on a fixed link between the Island 
and New Brunswick. 


Housing Market 


Housing starts are forecast to decline in 
1991 by 34 per cent to 500 from 762 in 
1990. Improved mortgage rates will not be 
significant enough to counter the reduced 
demand for housing due to high levels of 
out-migration and unemployment. Multiple 
unit starts are expected to fall dramatically 
to 125, a decline of 55 per cent. There will 
be an increase in the rental stock for Char- 
lottetown in 1991 resulting in a 6.0 per cent 
vacancy rate in April and 4.3 per cent in 
October. 

Single-detached unit starts are forecast 
to drop to 375 in 1991 from 483 in 1990 
for a decline of 22 per cent. The move-up 
market will remain strong but potential first- 
time home buyers will wait for signs of im- 
proving economic conditions. 

MLS sales will increase by 11 per cent 
to 825 units. Sales activity will remain 
above traditional levels in Summerside due 
to the closure of the base. The average 
MLS selling price will also increase by 4 
per cent after the decline experienced in 
1990. 

Improved economic growth in 1992 will 
result in increased housing starts. Reduced 
out-migration and unemployment levels 
along with stable interest rates will release 
pent-up demand for first-time home buyers. 
Single-detached units will increase by 20 
per cent to 450. This level of starts is close 
to the average experienced in the 1980's. 

The increased stock of apartment units 
in Charlottetown will keep new construc- 
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tion at relatively low levels. Multiple unit 
starts for 1992 are forecast to increase over 
1991 by 40 per cent to 175 units. As poten- 
tial home owners move out of rental accom- 
modations, there will be upward pressure 
on the vacancy rates. The continuation of 
net out-migration (though reduced from 
1990 and 1991 levels) from the province 
will reduce demand for apartments. 

MLS will continue to grow in 
popularity and thus increase the total sales 
transactions under the service. Sales by 
MLS are forecast to increase by three per 
cent to 850 units in 1992. 
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Nova Scotia 


Housing Market 
Review — 1990 


The residential construction industry in 
Nova Scotia turned in a solid performance 
in 1990. A total of 5,560 new homes were 
started, which is up 3.8 per cent over the 
previous year. From a historical perspec- 
tive, the level of starts in 1990 is slightly 
larger than the average number of starts 
over the past ten years, from a high of 
7,571 starts in 1986, at the height of the 
building boom, to a low of 3,691 starts in 
1982, during a recession. 

Although urban residential construction 
declined by six per cent in 1990, rural con- 
struction activity was exceptional, growing 
by 29.7 per cent. Single home construction 
in the province grew by 8.3 per cent, reflect- 
ing demographic changes, pent-up demand 
for new homes in rural areas, and increased 
numbers of buyers moving-up into larger 
and better quality homes. 

The existing home market remained 
strong, with the number of homes traded in- 
creasing by about eight per cent in 1990. 
However, competition for buyers kept 
prices down to around one per cent growth, 
substantially less than the annual rate of in- 
flation. In a similar vane, competition for 
renters has also been strong, and conse- 
quently, rent increases small. For example, 
in Halifax Metro, rate increases averaged 
about 2.5 per cent in 1990. 


1991-92 OUTLOOK __. 


Economy 
Nova Scotia escaped the ill effects of a 


Canadian recession for most of 1990. How- 


ever, the recession spilled over to Nova 


Scotia in the last quarter of the year, and is 
forecast to continue throughout most of 
1991. As the recession in the province 
deepens, economic growth is estimated to 
moderate from one per cent in 1990 to 0.8 
per cent in 1991. The economy is estimated 
to start a slow recovery in 1992, with a 
growth rate of two per cent. 

With the exception of construction in- 
dustry activity, goods producing industries 
performed poorly in 1990, losing in total 
around 4,000 jobs. In general, the goods 
producing industries are intricately linked 
in Nova Scotia, with manufacturing and 
construction built-up around activities in 
the primary sector (i.e., fishing, forestry, 
mining, and agriculture). Consequently, the 
goods producing industries tend to grow 
and contract together. A relatively high 
value for the Canadian dollar and weak 
demand and prices for provincial exports 
will depress goods producing industries in 
1991 and 1992. 

On a brighter note, several factors will 
help counter the recessionary impacts on 
goods producers in the near term, such as 
the opening of a low-sulfur coal mine, 
which will supply the Nova Scotia Power 
Corporation’s expansionary needs and the 
two-year development phase of the Cohas- 
set and Panuke offshore oilfields. 

The construction industry has helped 
buoy the economy in 1990, with non- 
residential construction growth at around 
12 per cent and new home construction 
growth ahead 3.8 per cent over the previous 
year. The continuation of a large number of 
non-residential construction projects in 
1991 will help carry the construction in- 
dustry through the recession. 


The service sector has been a major 
source of stability, cushioning the economy 
from recession in 1990. Services constitute 
the largest sector of the economy, account- 
ing for over 75 per cent of provincial 
employment. This sector managed to turn in 
a mixed performance in 1990, in part be- 
cause of its diversity, but also because ser- 
vices are the last link in the economic chain 
to be affected by economic downturns. 
However, the expansion of the sales tax 
base into services will adversely impact the 
service sector relative to manufactured 
goods. 

Transportation, communication and 
utilities industries showed modest growth 
that will continue into 1992. Factors that 
will contribute to growth in 1991-1992 are 
strong Port of Halifax activity, increased 
power demand, and capital investment, for 
example, the twining of the Trans-Canada 
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highway, the construction of Trenton No. 6 
and Point Aconi power plants, and the 
Maritime Telephone and Telegraph multi- 
year modernization program. 

Tourism related industries suffered a sig- 
nificant drop in activity in 1990, and will 
not likely recover so long as recessionary 
fears keep tourists at home or on cheaper 
vacations elsewhere. 

Trade activity in 1990 managed to keep 
pace with the previous year’s sales perfor- 
mance until the end of the year. Deep dis- 
counting, amid a rash of distress sales and 
store closures at Christmas time (the most 
profitable season), points towards a major 
shaking-out of trade businesses in 1991. 

The continued efforts of governments to 
restrain budgets, cut employment, shift ex- 
pense burdens, reduce transfer payments 
and increase taxes has the effect of lower- 
ing individual disposable incomes in Nova 
Scotia. This trend contributes directly to the 
recession, and indirectly to a recessionary 
psychology that impacts on the demand for 
consumer goods and services. 

An economic slowdown in Nova Scotia 
is expected to stymie job creation from 1.5 
per cent growth in 1990 to -0.8 and 1.9 per 
cent in 1991 and 1992, respectively. The 
labour force will continue to grow in part 
out of householders’ need to maintain their 
standard of living. An increase in the size 
of the labour force coupled with employ- 
ment losses will result in the unemploy- 
ment rate increasing from 10.6 per cent in 
1990 to 11.5 per cent in 1991, and 11.1 per 
cent in 1992. 

Net migration patterns in Nova Scotia will 
change in 1991 and 1992, as the youth in the 
province move to wherever their best employ- 
ment prospects are, and unemployed ex- 
patriates return to Nova Scotia to the comfort 
of their home communities, whether or not 
they have employment prospects. While 
many individuals will move out-of-province 
to find employment, many rural Nova 
Scotians will move, seeking opportunities in 
the larger cities, particularly in Metro Halifax. 
The forecast for provincial net migration is 
for a loss of 100 people in 1990 and an addi- 
tion of 300 in 1991 and 700 in 1992. 


Housing Market 
The demand for housing in Nova Scotia 
will continue to soften in 1991, after a short 


reprieve in 1991. Provincial housing starts 
are forecast to decline 17 per cent to 4,600 
in 1991, as the economic recession takes its 
toll on consumer and investor confidence. 
The economy is forecast to emerge from 
the recession in the latter half of 1991, 
stimulating a small recovery in home con- 
struction. Starts activity is forecast to pick- 
up in 1992, to 5,100 units. 

Metropolitan Halifax will lead the 
province in residential construction ac- 
tivity, as the strong government-dominated 
service sector will remain relatively stable. 
Net inmigration, particularly in the Metro 
area, will continue to help prop-up demand 
for housing. 

Despite declining mortgage rates and 
the demand for housing from first-time and 
move-up buyers, single starts are forecast 
to decline 13 per cent to 3,200 in 1991. 
Although mortgage rates are expected by 
most forecasters to fall to around 10.5 per 
cent in 1991, local employment losses and 
recessionary fears will curb home construc- 
tion. 

Sales of existing homes through the 
Multiple Listing Service (MLS) will be 
similarly impacted, with a decline in sales 
of 11 per cent to 5,400 units in 1991. MLS 
sales are forecast to decline a further two 
per cent in 1992, reflecting poor economic 
and employment growth in the provincial 
economy. The prevailing level of demand 
for houses in Nova Scotia will help to main- 
tain home prices, with the average price of 
a home increasing by three per cent to 
$87,300 in 1991, and by almost five per 
cent in 1992. 

Multiple starts are forecast to be weak 
in 1991 and 1992 for several reasons, in- 
cluding oversupplied rental markets, lower 
demand for semi-attached dwellings and 
condos, and tighter financial markets 
diminishing their attractiveness. Multiple 
starts are forecast to decline by 25 per cent 
to 1,400 units in 1991, before recovering to 
1,600 in 1992. 

The rental market situation in Metro 
Halifax remained slightly oversupplied, 
with the vacancy rate at 3.6 per cent, ac- 
cording to the October 1990 CMHC Rental 
Market Survey. The oversupply situation is 
expected to continue over the 1991 to 1992 
forecast period for two main reasons, first- 
ly, there were approximately 1,000 new 
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apartment units under construction in Nova 
Scotia at the end of 1990 that will be put on 
the rental market in 1991; secondly, the 
weakening Canadian and Provincial 
economies will discourage potential first- 
time home buyers from moving out of their 
apartments, and will also generate an influx 
of people looking for employment and ac- 
commodations in the Metro area. The 
forecast vacancy rate for October 1991 is 
3.6 per cent, followed by 3.4 per cent in 
1992. 
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Housing Market 
Review — 1990 


The New Brunswick housing market 
weakened in 1990 as a result of high inter- 
est rates and low consumer confidence. 
Total housing starts decreased by 27 per 
cent from 3,681 units in 1989 to 2,683 
units last year. Over the same period of 
time single family starts declined by 27 per 
cent to 2,137 units while multiple unit 
starts fell by 29 per cent to 546 units. The 
decline in housing starts was most 
pronounced in the northern and central 
areas of the Province. Saint John and 
Moncton, the two largest urban centers, 
however, bucked this trend by posting 
moderate year over year growth in residen- 
tial construction. 

The low level of multiple unit construc- 
tion was a direct result of rising mortgage 
rates and rental market conditions. The 
average vacancy rate for the six major 
urban centers which stood at 4.2 per cent in 
the spring declined to 3.2 per cent by Oc- 
tober. Although the vacancy rate in the 
Saint John area moved up to 4.1 per cent 
this past fall, the number of units available 
for rent declined in both the Moncton and 
Fredericton markets. The vacancy rate in 
the Fredericton area actually fell below the 
one per cent level. Growth of rental charges 
closely tracked the overall inflation rate in 
1990 and increased by 4.5 per cent. 

Rising mortgage rates and the slowing 
economy also had a dampening effect on 
the resale market. Sales through the Multi- 
ple Listing Service which totalled 3,490 in 
1989, dropped five per cent to 3,316 over 
the past year. The number of units on the 
market continued to grow throughout 1990, 
closing out the year up 13 per cent from the 
opening inventory of 2,272 units. The net 
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New Brunswick +. 


result of this increasing supply during a 
period of falling demand was reduced up- 
ward pressure on prices. The average price 
of houses sold through the MLS during 
1990 reached $77,752 up only 2.5 per cent 
over the 1989 figure of $75,848. 

The greatest decrease in resale market 
activity was in the northern parts of New 
Brunswick where long standing labour dis- 
putes have weakened the local economy. 
The larger urban areas of Moncton, 
Fredericton and Saint John which are cur- 
rently classified as buyers markets how- 
ever, experienced only modest declines in 
sales volumes. 


1991-92 OUTLOOK 


Economy 


The resource based economy of New 
Brunswick is forecast to outperform the na- 
tion by posting real gross domestic product 
growth of 1.9 per cent in 1990. During 
1991 provincial output is expected to 
decline to 1.8 per cent but will recover 
slightly in 1992. The expanding manufac- 
turing and service industries which have 
helped to diversify the province’s economy 
will continue to act as a stabilizing force in 
the economy over this period. 

The agricultural sector, led by the potato 
industry, is expected to produce a good 
crop despite drought and floods earlier in 
1990. Cash receipts for this industry in 
1990 will exceed the $267.3 million posted 
in 1989, but continue to face stiff competi- 
tion from the United States and other 
Canadian Provinces. The additional potato 
processing capacity planned by both Caven- 
dish Farms and McCain will drive up the 
province’s exports of potatoes over the next 


/ 
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few years and set the stage for good growth 
in this industry over the outlook period. 

Forestry will trend downwards during 
1991 as a result of labour unrest, a continu- 
ing strong Canadian dollar and declining in- 
ternational prices for pulp and paper 
products. Lumber inventories will also 
remain high in 1991 due to weak housing 
starts in the North Eastern United States. 
The recovery of the forestry sector over the 
intermediate term may also be dampened 
by new federal environmental laws and im- 
port restrictions by the European com- 
munity. 

Mining, one of the province’s main 
employers is forecast to receive mixed 
reviews over the outlook period. Soft inter- 
national markets for zinc and lead as well 
as labour unrest during 1990 resulted in 
mine closures and lower mineral produc- 
tion levels. On the bright side, the recently 
re-opened Health Steele Mine is experienc- 
ing higher than expected production levels. 
Strong international market prices for 
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potash will continue to sustain industry 
operations over the forecast period. In the 
long term however reduced tax incentives 
for mineral exploration will likely weaken 
the mining industry. 

The fisheries industry will continue to 
experience problems as a result of depleted 
stocks and weak prices. Increased lobster 
landings will further depress prices as fish- 
mongers compete with last year’s frozen 
stock. The crab industry which is currently 
facing difficulties caused by low stocks, 
will continue to experience a shrinking 
market share as a result of artificial crab 
meat. The aquaculture industry which has 
recently achieved a degree of success will 
increasingly have to cope with stiff interna- 
tional competition. 

The manufacturing sector will be led by 
the $6 billion Canadian Frigate Program and 
the paper and allied product industry. Light 
processing of food products, fabricated metal, 
furniture and publishing will account for the 
rest of the growth in this industry. 

The non residential construction industry 
maintained a moderate level of growth in 
1990 and is expected to sustain this momen- 
tum over the outlook period. The continuing 
$965 million Belledune Power Plant and the 
$550 million which is being spent to upgrade 
the provincial telephone system will be the 
source of growth in this sector. In 1991 high- 
way expansions and other mid-sized projects 
will also contribute to growth in this sector. 
The magnitude of these public projects, how- 
ever, tends to mask an overall weakness in 
this sector. 

The service sector is very important to the 
New Brunswick economy as it employs 7 out 
of 10 people in the province. This sector, 
which displayed moderate growth during 
1990, will decline slightly during the opening 
quarters of 1991. Growth in this sector vis-a- 
vis the goods producing sector will also likely 
decline as a result of the recently imposed 
Goods and Services Tax. As the national 
economy proceeds through its recovery phase 
so will the health of this sector. Significant 
segments within this sector are the trade, com- 
munity business and personal service in- 
dustries which account for 45 per cent of 
total employment. 

The retail segment which experienced 
good growth in 1990 is expected to trend 
downwards in 1991. The slowdown will be 


a result of declining automotive and 
household appliance sales as customers 
remain cautious. Over the forecast period 
this sector will improve as consumers ad- 
just to the GST and the economy rebounds. 

Overall employment levels which stood 
at 291,000 in 1990 are forecast to decline 
by 1.4 per cent or 4,000 jobs in 1991. 
Employment levels will recover to the 
293,000 level in 1992. Part-time employ- 
ment which accounted for 15 per cent of 
total employment in 1989 is forecast to con- 
tinue growing with the changing structure 
of the job market. The unemployment rate 
is forecast to increase in 199] to 14.8 per 
cent before leveling off at 14.1 per cent in 
19oZe 

The net out-migration trend experienced 
in 1990 will be reversed in 1991.This will 
occur as a result of declining job oppor- 
tunities in central Canada. A positive an- 
nual inmigration of 950 is forecast for New 
Brunswick during 1991. 


Housing Market 


The New Brunswick housing market is 
forecast to witness a decline in activity in 
1991 but display modest recovery in 1992. 
A shrinking national economy, low levels 
of consumer confidence and marginal net 
in-migration will result in a downward 
trend in activity levels throughout the 
province. Total housing starts will drop 
10.5 per cent to 2400 units in 1991 while 
sales volumes in the resale market will 
decline by approximately five per cent. 
The downturn in new residential con- 
struction will be led by a 40 per cent 
decline in multiple unit starts in 1991. Mul- 
tiple starts which reached 546 units in 1990 
will drop to the 330 unit level this year. 
With the average provincial vacancy rate at 
3.2, it will be recent high mortgage rates 
and eroded investor confidence which will 
lead to this forecast reduction in activity. 
Although both the singles and multiples 
market react positively to declining 
mortgage rates, the multiples market is 
slower to respond. The single family 
market will not however be as affected by 
the economic downturn. Declining con- 
sumer confidence will result in a lower 
level of construction activity during the 
opening quarter, yet falling mortgage rates 
during the spring and summer months are 
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expected to stimulate demand. Production 
levels in this market segment which 
reached 2137 units in 1990 will dip to the 
2070 mark this year before recovering to 
the 2400 unit level in 1992. 

The resale market will also lose some 
momentum during 1991. Sales volumes 
which were down approximately five per 
cent in 1990 are expected to continue this 
trend and lose an additional five per cent in 
1991. Annual sales which peaked at 3,518 
units in 1988 have since been declining. 
Sales volumes which will fall to the 3,145 
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mark in 1991 however are expected to 
rebound to near the 1988 level in 1992. 
The supply of units on the market at 
year end in 1990 was up 13 per cent to ap- 
proximately 2600 units. This over supplied 


condition which is expected to continue 
during the year, will keep price increases in 
both the new and existing markets at 
modest levels. The average MLS price of 
units sold during 1991 is forecast to move 


up by 3.7 per cent to $80,600. With the ex- 
pected improvement in the economy in 
1992, housing prices are expected to move 
ahead by an additional five per cent. 


PROVINCIAL HOUSING OUTLOOKS 


Quebec 


Housing Market 
Review — 1990 


In spite of a sharp decrease during the 
second half of the year, on the whole, the 
housing market experienced a relatively 
good year in 1990. The total number of 
housing starts (48,070) was only 

two per cent lower than that for the preced- 
ing year, and still remained above the 
average of the past ten years (45,400). 

A record level of net migration, together 
with a relatively strong labour market, an- 
ticipatory demand prior to the GST, as well 
as the continued confidence of investors in 
the real estate market were the main factors 
which contributed to this good performance. 

Supported by strong demand from first- 
time buyers, single-family housing starts 
for 1990 totalled 24,942, an increase of 
1.8 per cent compared to 1989. Many 
young households with children bought 
their first house early in the Spring in order 
to benefit from the Provincial Downpay- 
ment Assistance Program which will be 
phased out in May 1991, and at the same 
time avoided the GST. Over 55 per cent of 
the new houses sold in 1990 were priced 
below $100,000, whereas houses over 
$200,000 only represented five per cent of 
the market. 

The strong demand for new houses in 
the Spring generated sustained optimism 
among builders, in spite of the high inven- 


tory of new unsold units. At the end of 
1990, there were more than 2,600 new 
vacant houses in the large urban centres in 
Quebec. This is more than twice the num- 
ber in 1987. 

The resale market also benefited from 
the trend towards homeownership in the 
Spring. For the first six months of 1990, in 
spite of increased interest rates, the number 
of MLS sales was 4.3 per cent above that 
for the preceding year, whereas the average 
price increased by 1.7 per cent. However, 
the market rapidly deteriorated during the 
second half, to end the year with a total 
volume of MLS sales of 27,999, an 
8,6 per cent decrease compared to the 1989 
volume. The average price, however, 
levelled off at $100,950. 

Moreover, the movement toward 
homeownership, combined with a deteriora- 
tion in the labour market for young workers 
25 years old and less, considerably reduced 
the demand for rental units. In fact, in spite 
of a decrease of 20 per cent in the number 
of rental housing starts in 1990, the vacan- 
cy rate increased by 0.7 per cent to 
5.7 per cent in October 1990. Rents in- 
creased at a slower pace (2.7 per cent) than 
the inflation rate. 

The strong tendency towards 
homeownership in the Spring did not seem 
to affect the new condominium market, a 
large proportion of which is made up of 
luxury units. Starts decreased by 


26 per cent to 3,450 in 1990, whereas the 
end of the year inventory of unsold units 
was still in excess of 2,500 units. 


1991-92 OUTLOOK _~C 


Economy 


The recession which Quebec has ex- 
perienced since the Spring of 1990 will like- 
ly worsen during the first few months of 
1991 and bottom out in the summer. A 
slight upturn, however, is forecast for 1992, 
as consumer confidence returns and exports 
increase. The "Programme provincial de 
relance économique” (provincial economic 
recovery plan) recently announced should 
at least ease this economic slowdown, if 
not contribute to the upturn. The gross 
domestic product (GDP) growth in Quebec, 
which reached 0.7 per cent in 1990 will fall 
to -0.4 per cent in 1991 and bounce back to 
two per cent in 1992. 

The manufacturing sector, which ac- 
counts for 20 per cent of the GDP for the 
province, will continue to experience dif- 
ficulties in 1991. The provincial sales tax, 
applied for the first time to clothes, foot- 
wear and furniture will also contribute to 
slowing down the manufacturing sector. 
Moreover, the softening of the American 
economy and the strong Canadian dollar 
will limit exports of Quebec manufactured 
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products. No recovery is forecast in this sec- 
tor before 1992. 

On the other hand, the service sector 
should experience a slight upturn this sum- 
mer, as the economic spin-off effects of the 
James Bay Phase II construction work and 
the aluminum works start to be felt. The 
non-residential construction sector will 
remain very strong. 

Consumers will be the key to growth in 
1991 and 1992. The relatively low growth 
in disposable income, the federal and 
provincial GST, the increase in unemploy- 
ment and in the cost of living, as well as 
the high level of debt of Quebecers in 
general will induce consumers to be 
cautious and will limit their expenses in 
1991. Their confidence should return in 
1992 as interest rates decrease and real dis- 
posable income increases. 

The labour market which remained rela- 
tively stable in 1990, thanks to the service 
sector, should become tighter early in 1991. 
The loss of 25,000 jobs is forecast in 1991. 
However, an upturn in economic activity 
should generate 40,000 new jobs in 1992. 
The low level of job creation, combined 
with a sustained increase in the labour 
force, will push the unemployment rate to 
12.1 per cent in 1991, compared to 
10.1 per cent in 1990. In 1992, the un- 
employment rate should decrease to 
11.7 per cent. 

The net migration is projected to 
decrease in 1991 and 1992. After having 
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peaked at 25,000 in 1990, the net migration 
will decrease to 22,000 and 17,600 for the 
next two years. In spite of an increase in in- 
ternational immigration quotas, the high 
rate of unemployment will reduce the 
migratory flow towards Quebec, both on an 
interprovincial as well as an international 
level. The strong economic growth of the 
western provinces will attract a growing 
number of Quebecers in search of employ- 
ment. 


Housing Market 

In spite of a weak economy, the housing 
market in Quebec should start to recover as 
early as the summer of 1991 because of the 
constant decrease in interest rates, as well 
as the new provincial residential construc- 
tion program and renewed confidence by 
Quebec consumers. The number of housing 
starts should bottom out at 39,500 in 1991 
and rebound to 46,500 in 1992. 

The market recovery will begin by a 
strengthening of the resale market as early 
as the Spring of 1991. Since existing 
properties are not subject to the GST, sales 
should experience an upturn with the 
decrease in interest rates. The volume of 
MLS sales, which had fallen sharply during 
the second half of 1990 will increase by 
6.8 per cent to 29,900 in 1991 and sub- 
sequently by seven per cent in 1992 to 
reach 32,000. In spite of improvements in 
sales, the high level of existing properties 
on the market means that the market will 
remain a buyers’ market for a good part of 
1991. The market should return to a 
balanced position by Fall. The average 
value of transactions, after having stabi- 
lized around $100,900 in 1990, should in- 
crease by three per cent and seven per cent 
in 1991 and 1992 respectively. 

The upturn in the resale inarket will 
make it possible for numerous 
homeowners, who are not buying new 
houses because of the GST, to return to the 
new housing market under the provincial 
construction program which provides 
rebates on interest rates and is applicable to 
all new houses built between January and 
December 1991. Single-family construction 
which will have a slow start in 1991 will 
pick up during the second half of the year, 
as consumer confidence returns and the 
stock of new vacant houses is absorbed. 


The absorption of 1990 new housing stock 
is facilitated by price reductions being of- 
fered actually by almost all building con- 
tractors in the province. This upturn 
however will not be sufficient to compen- 
sate for the slump at the beginning of the 
year. The number of housing starts will 
drop by 10 per cent to reach 22,300 units in 
1991, before experiencing an eight per cent 
increase (24,100) in 1992. This improve- 
ment would be higher if there were no 
provincial GST which is applicable for the 


first time to residential construction in 1992. 
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The upturn in single-family construction 
will be accompanied by a return of moveup 
purchasers and of more expensive properties. 
Competition from existing properties and new 
unsold units in 1990 will mean that the price 
increases for new houses will be below the in- 
flation rate in 1991. Price increases are 


forecast at four per cent in 1991 and 


six per cent in 1992. 

As for the rental market, it will continue to 
be saturated in 1991 and in 1992. In spite of a 
decrease in the construction of new rental units 
in the past few years, decreased employment 
for young workers, the continued trend 
towards homeownership and the arrival of a 
large number of residences for the elderly on 
the market will continue to drain the tenant 


pool and to reduce the demand for rental units. 
At the end of December 1990, there were still 
over 3,500 new vacant units. As a result, inves- 
tors will be more cautious and will reduce by 
32 per cent the number of rental housing starts 
(11,600) in 1991. In 1992, the number of starts 
should increase to 14,500 units. 

However, the vacancy rate, which peaked 
at 5.7 per cent in October 1990 should 
decrease gradually to 4.7 per cent in the Fall 
of 1992. In the context of the present housing 
surplus, the average rent increases will be 
limited to three per cent in 1991 and to 
five per cent in 1992. 


Undoubtedly the segment of the rental 
market most affected by the decrease in con- 
struction in 1991 will be that of the luxury 
residences for the elderly. Over the past few 
years, this market represented a favorite target 
group for many investors and promoters. In 
the Fall of 1990, this market was facing high 
vacancy rates: 16 per cent for the room and 
board segment. 

As for the condominium market, it will 
remain in an unbalanced position in 1991 and 
1992. Faced with increased competition from 
existing condominiums and single-family 
houses, the absorption rate of unsold 1990 
stock will remain low, especially since these 
units are not eligible under provincial residen- 
tial construction program. The stock of new 
vacant condominiums, which was close to 
2,500 units at the end of December 1990 
should be absorbed gradually dipping to 
1,500 unoccupied units at the end of 1992. 

The high level of inventories will lead to a 
16 per cent decrease in the number of housing 
starts (2,900 units), for condominiums in 1991. 
A good proportion of these units will be built in 
the third quarter before the expiry of the provin- 
cial residential program at the end of September. 
For 1992, 5,000 new condominium units are ex- 
pected to be started as the inventories of the un- 
sold units are absorbed. 
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In conclusion, in spite of a major slump 
in the housing market, which is expected 
for the first six months in 1991, a slight 
recovery is expected during the second 
half. This recovery will continue in 1992 as 
the economy picks up and as consumer con- 
fidence rises once again. 


PROVINCIAL HOUSING OUTLOOKS 


Ontario 


Housing Market 

Review — 1990 

Housing starts in Ontario, which have been 
moderating since the 1987 high of 105,213 
starts, took a sharp drop in 1990 ending the 
year at 62,649 starts, down a record 33 per 
cent from last year. The drop in 1990 was 
initially in response to higher interest rates, 


but job insecurity sent consumer con- 


fidence plunging and housing activity fell 
steadily throughout the year. Fourth quarter 
Starts on a seasonally adjusted annual basis, 
fell to 45,000 dwellings. Adjusting for 
seasonality, the drop in the fourth quarter 
was the eighth consecutive quarterly 
decline in this housing market. 

The slowdown in the housing market 
has been due to the decline in the number 


of move up purchasers. This has affected 
both the new and resale market. Baby 
boomers are at the age when they are in- 
creasing their housing consumption. The 
very Significant increase in housing 
demand since the last recession has been 
coming from this group as they move up to 
more expensive homes. Because the stock 
of resale homes does not match the require- 
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ments of this move-up buyer, a high propor- 
tion of new homes have been built for this 
group in recent years. The pricing structure 
of residential development, including profit 
margins, land, labour and material costs, 
has reflected the increase in demand, espe- 
cially for more expensive housing. Adjust- 
ment by the building industry, to producing 
more affordable housing in this recession- 
ary period, has been hampered by high land 
costs. Furthermore, the rise in house prices 
in the new and resale markets as a result of 
strong demand, has outpaced income 
growth and made housing less affordable to 
first-time purchasers in most markets. 
Potential move-up buyers, unable to sell to 
first-time buyers and ultimately to other 
move-up purchasers, left the market in sig- 
nificant numbers, especially in the second 
half of the year. 

The rental market also began to soften 
in 1990. Rental vacancies in privately 
owned apartments began to increase. This 
was due to competition from investor 
owned homeownership units, especially 
condominium units, offered for rent; the 
population decline among younger age 
groups, who tend to rent; and continued out 
migration to other provinces. 

The downward trend in house construc- 
tion is most evident when comparing the an- 
nual change in quarterly housing starts. 
First quarter 1990 actual starts were down 
19 per cent from the 1989 first quarter, the 
second quarter was down 29 per cent from 
the second quarter 1989, the third was 
down 33 per cent and the final quarter was 
down 51 per cent. First quarter starts were 
sustained mainly by continuing higher 
levels of construction activity outside of 
Toronto. Cooling of Toronto’s torrid hous- 
ing market led to a steep decline in starts. 
The 47 per cent year over year decline in 
Toronto starts began in the first quarter 
reflecting the drop in new home sales 
reported last year. Outside of the Toronto 
CMA, total starts began to decline late in 
the second quarter and ended the year 
down 24 per cent from the previous year. 
The notable exceptions were Sudbury, up 
nine per cent with a record high year, and 
Thunder Bay which posted a 23 per cent in- 
crease in home building. 

Single starts took the sharpest decline, 
down 39 per cent compared to multiples 


which were down 24 per cent. Single starts 
in the Toronto CMA were down 57 per 
cent from 1989 levels while the rest of On- 
tario was down 31 per cent. Multiple starts 
were down 38 per cent in the Toronto 
CMA and 12 per cent in the rest of Ontario, 
although multiple starts were bolstered by a 
48 per cent increase in socially assisted 
housing starts. This increase level of as- 
sisted starts was due to 3441 provincial 
unilaterally assisted units of which 3413 
units were multiples. Condominium starts 
in Toronto halted in the second quarter 
with some 50 projects now on hold in 
response to few sales. Inventories of com- 
pleted and unoccupied singles and multi- 
ples in the province are minimal. At year 
end, there was a two month supply of multi- 
ple units and a one month supply of single 
detached units. The oversupply mainly con- 
sists of units sold to investors who are now 
finding it difficult to rent, especially at rent 
levels anticipated at the time of purchase. 
Further adding to the supply difficulties 
will be the 15,000 condominium units 
under construction at yearend, half of 
which are forecast to be sold or rented at 
completion. 

In the resale market, sales of existing 
MLS units last year declined by a further 
28 per cent to 102,728 following the 11.0 
per cent decline a year earlier. Declines in 
resale volumes occurred in all CMAs in On- 
tario as demand weakened in response to 
higher interest rates. Above average 
declines occurred in Hamilton at 58 per 
cent, Kitchener/Waterloo at 48 per cent, 
Toronto at 31 per cent and St. Catharines 
also at 31 per cent. 

The average price of MLS units in On- 
tario dropped five per cent to $175,929 fol- 
lowing a 15 per cent increase from a year 
earlier. The decline in the volume of sales 
and prices in Toronto, where prices were 
very high, pulled down the provincial 
average price. In the rest of Ontario, the 
average price fell by only half of one per 
cent. Actual prices fell further than the 
average MLS price indicates. The 
economic slowdown caused many sellers to 
shift from exclusive listings to MLS. This 
has, to some extent, masked the decline in 
house prices as these homes tend to be 
more expensive and their inclusion in the 


average MLS price tends to distort it up- 
wards. 


1991-92 OUTLOOK 


Economy 


The Ontario economy slipped into reces- 
sion in the third quarter of 1990. By 
yearend, the economy will have declined 
by a modest 0.2 per cent, as measured by 
real growth in GDP at factor cost. The 
decline is expected to last five quarters. 
The sharpest quarterly decline is expected 
in the first quarter of this year, with posi- 
tive growth not occurring until the fourth 
quarter of 1991. Declining real aggregate 
expenditures in investment and reduced 
levels of exports and consumer spending 
have combined to produce the current reces- 
sion. The hardest hit sectors in the Ontario 
economy in 1990 were utilities, construc- 
tion, manufacturing and mining. The hard- 
est hit industries in the manufacturing 
sector were textiles, steel, electrical and 
motor vehicles. With the high interest rate 
spread between Canada and the U.S., the 
resulting strong Canadian dollar, and the 
U.S. economy slipping into recession, ex- 
port markets will remain weak for manufac- 
tured goods and the slowdown will deepen 
in the mining and manufacturing sectors 
during the first half of 1991. 

Provincial government spending will 
aid Ontario’s economy in the second 
quarter, but will be limited due to the 
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provincial deficit. A U.S. recovery in the 
second half of 1991 will help to restore On- 
tario export sectors. Starting in 1991, the 
manufacturing sector will benefit from the 
replacement of the manufacturing sales tax 
by the goods and services tax (GST), al- 
though activity in the service sector will be 
dampened. The drop in Canadian interest 
rates, especially in real terms, will add to 
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| 
| the recovery in late 1991 by encouraging in- 
vestment. GDP is forecast to decline a fur- 
ther 1.9 per cent in 1991 before turning 

| positive at 3.1 per cent in 1992. 

| Labour force growth was one per cent in 
1990. The drop in the participation rate 
during the recession will be offset by con- 
tinued strong international immigration. As 
a result, growth in the labour force is 
projected at 0.3 per cent in 1991 and will 
grow at 1.4 per cent in 1992 as migration 
continues to be positive and the participa- 
tion rate begins to rise. 

The decline in construction and in 
manufacturing will continue to hamper 
growth especially in early 1991. Vacancy 
rates in commercial properties are high and 
some overhang still exists in the residential 
condominium market. Total manufacturing 
shipments were down by more than four 
per cent in 1990. The service sector has 
been impacted by the declines in retail and 
wholesale activities which will be further 


| affected by declines in real disposable in- 


come, as a result of higher inflation and 
lower wage settlements. 

Employment growth, at negative 0.3 per 
cent in 1990, will decline by a further 1.9 
per cent in 1991 before rebounding by 1.6 
per cent in 1992. As a result, the unemploy- 
mentrate, which has been rising since 
1988, is expected to average 6.3 per cent in 
1990 before peaking at 8.3 per cent in 1991 
and then subsiding modestly to 8.2 per cent 
in 1992: 

Inflation, as measured by growth in the 
Ontario consumer price index, has been 
moving downward recently, due to the 
slowing economy and is now estimated at 
4.5 per cent for 1990. It is forecast to in- 
crease to 5.8 per cent in 1991 as the GST 
impact is absorbed in a weakened 
economy, before falling to 4.4 per cent in 
1992. This assumes that the crisis in the 
Persian Gulf will not affect oil prices sig- 
nificantly. 

Total net international migration to On- 
tario has been increasing since 1985, when 
17,570 persons came to the province. Last 
year, net international migrants to Ontario 
reached an estimated 96,200. Net interna- 
tional migration is forecast to reach 
101,000 in 1991 and 110,000 in 1992 as 
the affects of the new higher quotas are 
achieved and as refugee claimants receive 
landed immigrant status and appear in the 
statistics. 

Net interprovincial migration peaked in 
1986 at 43,000 and has steadily declined 
since that time. Interprovincial migration 
turned negative in 1989 and is estimated at 
negative 9,770 in 1990, and negative 
12,000 in 1991 before turning slightly posi- 
tive in 1992 at 4,000 persons. The outflows 
of migrants to Alberta and British Colum- 
bia will be added to the flow of persons 
returning to the Atlantic provinces where 
the cost of living is lower. Total net migra- 
tion, which was 86,430 in 1990 will rise to 
89,000 in 1991 and 114,000 in 1992. 


Housing Market 


Housing starts in the first two quarters of 
1991 will continue to be weak, due to 
reduced employment and consumer con- 
fidence. Improved affordability, resulting 
from declining interest rates and lower 


house prices, and an improvement in con- 


sumer confidence due to stabilizing employ- 
ment, should induce a modest recovery in 
housing by the second half of the year. This 
will result in a further year over year drop 

in housing starts of nine per cent to 57,000 
units. Housing starts will recover 23 per 
cent in 1992 to 70,000 units as the 

economy strengthens. By the end of 1992, 
housing starts will still be below provincial 
housing requirements for the third year in a 
row. The projected average annual housing 
requirements are 75,900 for the period, 
based on estimated population growth and 
household formation. Single detached starts 
will decline four per cent in 1991 before in- 
creasing by 26 per cent in 1992. Toronto is 
expected to lead the recovery in single fami- 
ly home construction. 

About 7,400 condominium apartment 
units will be constructed in 1991, rising to 
10,200 in 1992. Both years will be lower 
than the 1990 level as inventories of inves- 
tor units are reduced and the market 
recovers. Private rental units will decline 
by 28 per cent in 1991 before a modest 
rebound of seven per cent in 1992. These 
declines will be partially offset by a 31 per 
cent increase in the construction of assisted 
rental units in 1991, which are a result of 
the provincial social housing programs in- 
itiated three years ago. This higher Jevel of 
rental housing construction is expected to 
carry through into 1992 with a further nine 
per cent increase. 
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Total home sales have also fallen below 
estimated demand. Sales of 178,700 new 
and existing homes should take place this 
year, based on homeowners who reported 
moving between January 1985 and May 
1988 to Statistics Canada in its 1988 survey 
of Households, Income, Facilities and 
Equipment (HIFE) and applying the results 
to CMHC’s demographic model. First time 
buyers represent about 43 per cent of the 
total potential demand. Nearly 61 per cent 
of first-time buyers are below 35 years of 
age while only 30 per cent of move up 
buyers are in this age group. A slowing 
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economy, high house prices and high inter- 
est rates will continue to moderate resale ac- 
tivity, and many of these potential 
purchasers will delay their purchase until 
after the economy recovers. 

MLS sales records do not capture all 
sales, especially new home sales and homes 
sold privately or through exclusive listings. 
MLS sales volumes will continue to decline 
in 1991 by a further three per cent before in- 
creasing by 11 per cent in 1992. The 
decline in sales volumes in 1991 will be 
greatest in Thunder Bay at 10 per cent, and 
Oshawa at nine per cent. London and St. 
Catharines will also post decline in the 
number of sales this year. In 1992, only 
Sudbury is expected to post a decline in 
resales. St. Catharines, Windsor, Oshawa 
and Kitchener are forecasted to lead the 
recovery with increases in 1992 of 25 per 
cent, 18 per cent, 14 per cent and 14 per 
cent respectively, following the recovery in 
the automobile sector. 

MLS resale house prices in Ontario are 
forecast to increase two per cent this year 
and increase a further six per cent next 
year. Initially, the decline in 1990 was due 
to fewer sales of higher priced units but 
price declines are now prevalent in most 
price ranges. Toronto and Hamilton will 
continue to post year-over-year declines in 
prices in 1991 of about five per cent. Al- 
though declines are forecast for Kitchener, 
Oshawa and Windsor, they will be smaller. 
Prices in all other CMAs are forecast to 


increase this year. In 1992 all CMAs will 
experience increases in the average MLS 
price. Most will show increases even after 
adjusting for inflation. 

The New House Price Index, which 
measures the increase in the cost of pur- 
chasing a new standard house, will con- 
tinue to weaken. Following 1990 decreases 
in Toronto, only Ottawa and London are 
forecast to register increased housing costs 
this year. Neither center will record in- 
creases approaching, the rate of inflation, 
indicating that supply side pressures will 
not push prices upward. New house prices 
for all centers are forecasted to increase be- 
tween four and six per cent in 1992. 

After a slight increase in October 1990, 
vacancy rates are projected to continue to 
ease until April 1991. This will be due to a 
continued loss of migrants to other provin- 
ces, fewer younger renter households 
headed by persons less than 35 years of 
age, and competition from rental units in in- 
vestor owned condominium projects. In 
1991 and 1992 vacancy rates will be above 
two per cent in Kitchener, St. Catharines, 
London and Windsor. Toronto’s vacancy 
rate is expected to continue to rise, reach- 
ing 1.3 per cent in October of 1991 before 
falling to 0.8 per cent in October 1992. 
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Manitoba 


Housing Market 

Review — 1990 

High mortgage rates, weak economic 
growth and continued, albeit lower, out- 
migration combined to erode consumer con- 
fidence and keep demand for housing weak 
in Manitoba in 1990. 

Despite strong demand during the first 
three months of the year, total provincial 
residential construction activity in 1990 
dropped by 19 per cent to 3,297 units, com- 
pared with 4,084 in 1989. The slowdown in 
activity was brought about by the rise in in- 
terest rates beginning in April, and a in- 
crease in outmigration levels during the 
third quarter of the year. 

Single-family starts in the province 
dropped four per cent to 2,847 units. How- 
ever, starts of all other types (semi- 
detached, row and apartments) were the 
major source of the reduction in activity, 
falling by 60 per cent to 450 units, com- 
pared with 1,118 in 1989. This was the 
result of continued high apartment vacancy 
rates and falling resale condominium prices 
in Winnipeg, which reduced the incentive 
to initiate new apartment construction. 

Single-family starts in Winnipeg 
declined 12.3 per cent to 1,905 units during 
1990 while continued weakness in the 
agricultural economy also reduced con- 
sumer confidence and demand for new 
homes in southwestern Manitoba. Total 
1990 housing starts dropped by one-half in 
the communities of Brandon and Portage la 
Prairie. Single-family starts were up, how- 
ever, in Thompson and Selkirk in 1990, 
due to stronger employment growth. 

Higher materials costs, lower inven- 
tories and reduced competition allowed for 


moderate new house price increases in Win- 
nipeg during 1990. The New Housing Price 
Index increased by two per cent last year 
compared with almost no change 
throughout 1989. 

Growing consumer pessimism in 1990 
caused resale markets to experience weak 
demand and faltering prices. Residential 
sales recorded by the province’s four MLS 
boards dropped by 9.8 per cent to 9,360 
units in 1990, while average prices dropped 
three per cent to $80,000 as a result of near 
record levels of listings. It should be noted 
that the decrease in the total average selling 
price was attributable to both general price 
decreases and, to a lesser degree, a shift to 
sales in the lower price ranges. For ex- 
ample, in 1990 the percentage of house 
sales in Winnipeg in all price categories 
decreased, except for units priced under 
$60,000, which saw a three per cent in- 
crease in sales over 1989. This shift to 
lower priced units accounted for some of 
the observed price decreases in 1990. 

Continued high outmigration and weak 
employment growth reduced demand and 
kept apartment vacancy rates high in Win- 
nipeg during 1990. Vacancies in the city’s 
privately-initiated apartment structures of 
three or more units remained virtually un- 
changed in October 1990 at 6.4 per cent 
compared with 6.5 per cent in October 
1989 despite large reductions in multiple 
unit construction. Some reduction in vacan- 
cy rates was seen in Manitoba’s other com- 
munities of 10,000 plus population, 
however, the effect on overall vacancy 
rates was minimal as they form only a 
small proportion of the province’s total rent- 
al stock. 


1991-92 OUTLOOK 


Economy 

A recession in North America will cause 
the Manitoba economy to experience 
slower growth in 1991. The province 
should not, however, be hit as-hard by the 
recession as parts of Central Canada, due to 
a number of investment projects that are un- 
derway or will begin in 1991. A nation- 
wide economic recovery, beginning in the 
third quarter of 1991, will increase provin- 
cial economic output in 1992. 

Manitoba produces and exports many 
products, such as paper, lumber, clothing, 
furniture, transportation equipment, 
minerals and metals, that will all be in less 
demand in 1991 as many of Manitoba’s 
trading partners face recession. However, 
Manitoba will receive a stabilizing influence 
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in 1991 through inter-provincial trade with 
other western provinces, such as British 
Columbia and Alberta, which will ex- 


perience growth above the national average. 


Weakening commodity prices, reduced 
government transfers to agriculture and 
slower growth in the province’s goods 
producing industries will cause real Gross 
Domestic Product (GDP) to grow by only 
0.7 per cent in 1991, down from 1.2 per 
cent growth in 1990. Improved consumer 
confidence, and a recovery in the North 
American economy will improve growth to 
the two per cent level in 1992. 

Manitoba’s labour force growth will be 
modest in both 1991 and 1992, increasing 
by 0.6 per cent and one per cent respective- 
ly. Employment growth will remain weak, 
increasing by only 4,000 jobs in 1991, rep- 
resenting a 0.8 per cent increase compared 
with 1.4 per cent growth in 1990. Large- 
scale investment projects such as INCO in 
Thompson, Dow Corning in Selkirk and 
the Trimel Pharmaceutical plant in Stein- 
bach will facilitate the modest growth in 
employment in 1991. In 1992, provincial 
employment will advance by 5,000 jobs, 
representing an increase of one per cent. 

Manitoba experienced stronger popula- 
tion growth in 1990 due to moderating 
levels of interprovincial net outmigration 
and rising international net migration. This 
trend will continue, with total net outmigra- 
tion falling to 1,000 in 1991 as slowing 
economic growth in other parts of Canada 
results in fewer people leaving the 
province. In 1992 stronger economic 
growth in Manitoba will further reduce net 
outmigration to 500. 

On a sectoral basis, growth in the goods 
sector will be weak in 1991, with most 
economic gains coming as a result of the 
large investment projects and from the ser- 
vice producing sector. 

While Manitoba farmers enjoyed in- 
creased yields and output in 1990, net real- 
ized farm income declined due to reduced 
government transfers, higher fuel cost and 
lower commodity prices. Dry soil condi- 
tions in late 1990 which raised fears of 
another drought, as well as the failure of 
the recent GATT talks, have dampened op- 
timism for the future of the agriculture in- 
dustry. This, coupled with the continued 
reduction in transfer payments over the 


forecast period, will cause farmers to con- 
tinue to restrict spending and reduce debt 
loads. 

Improved water flow conditions in 1989 
and early 1990 created significant increases 
in hydro-electrical generation and export 
sales. A continuation of these favourable 
water flow conditions in the northern half 
of the province will facilitate a proposed 15 
per cent increase in power generation from 
the Limestone project during 1991. 

The province’s mining industries will 
experience little growth in 1991, as base 
metal prices adjust to lower demand as- 
sociated with the recession. Prices are, how- 
ever, forecast to remain above the 
break-even point this year, and show 
modest increases in 1992. 

Lumber prices fell in 1990 due to a 
slowdown in North American construction 
activity and prices will remain weak in 
1991. Lumber prices should recover in 
1992 as new house construction in North 
America picks up. The planned expansion 
at the REPAP facility in The Pas may be 
delayed until 1992 due to environmental 
reviews and soft demand for paper products. 

Employment in manufacturing was 
down by 12 per cent in 1990, representing 
a drop of 8,000 jobs. Manitoba’s manufac- 
turing sector will experience weak growth 
in 1991, as manufacturing of wood 
products, clothing and transportation equip- 
ment experience contraction. The economic 
recovery in 1992 will cause manufacturing 
output to rebound again. 

The service sector was responsible for 
much of Manitoba’s employment growth in 
1990 when sustained consumer spending 
spurred growth in business and personal ser- 
vices. Spin-off growth from the large num- 
ber of non-residential investment projects 
throughout the province will maintain this 
sector in 1991. Improved economic growth 
in 1992 will once again stimulate growth in 
business and personal services. 


Housing Market 

Housing starts in 1991 are forecast to 
decline 24.2 per cent to 2,500 before a 20 
per cent recovery in 1992 to 3,000 units. 
The reduction in demand during 1991 will 
be the result of reduced employment 
growth brought about by the national reces- 
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sion, while lower interest rates, 
strengthened consumer confidence and 
stronger population growth will account for 
the modest improvement in 1992. Single- 
family starts will experience a 22.7 per cent 
decrease in 1991 due largely to weaker 
demand for smaller starter homes. Most 
renters entering the market during this time 
will do so by purchasing relatively less ex- 
pensive resale units. As a result a larger 
proportion of the new single-family starts 
will be geared toward the move-up market 
during 1991. 

Continued high apartment vacancy rates 
in most centres will result in a record low 
number of 300 multiple unit starts in the 
province during 1991, nearly half of which 
will be publicly initiated or assisted units. 
Only a slight improvement in the multiple 
unit market is expected in 1992 as absorp- 
tion of existing vacant units remains slow. 

In the city of Winnipeg total starts are 
expected to decrease by 18.5 per cent in 
1991 to 1,750 units. Unlike the province a 
larger proportion of the decrease in Win- 
nipeg will be attributable to reductions in 
single-family unit demand. Single-family 
starts in the city are forecast to reach 1,525 
units in 1991, a decrease of slightly less 
than 20 per cent. 

Despite weak economic conditions 
MLS sales will increase slightly during 
1991 to 9,700 units as many buyers per- 
ceive low prices and decreasing interest 
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rates as a prime opportunity to enter the 
housing market. CMHC’s Affordability 
Index indicates that 41.5 per cent of family 
households currently renting can afford to 
purchase an average Winnipeg home. This 
percentage should increase throughout 
1991 as house prices and interest rates con- 
tinue to decline. 

Continued buyers market conditions 
characterized by high levels of listings will 
result in a 1.8 per cent decline in average 
price during 1991 to $78,500. The average 
MLS price will rebound by 2.5 per cent to 
$80,500 in 1992 as lower net outmigration 
and stronger economic growth in 1992 will 
return sales to more usual levels of 11,000 
units. 

The pace of new house price increases, 
as measured by Statistics Canada’s New 
Housing Price Index, averaged ap- 
proximately two per cent in 1990. Con- 


tinued weak demand for new housing and 
reduced construction will again cause a 
modest growth of two per cent in 1991, 
however a slightly faster growth of three 
per cent is expected in 1992 as the level of 
activity in the new home market begins to 
increase. 

Vacancy rates, after increasing in most 
centres in the October 1990 Rental Market 
survey, are projected to decrease in 1991. 
The rate in Winnipeg will fall to 5.7 per 
cent by April, and then further to near five 
per cent by October 1991. Similarly, the 
vacancy rate in Brandon will average near 
five per cent throughout 1991. These reduc- 
tions will be the result of lower levels of 
net outmigration and extremely low new 
multiple unit construction. Rent levels will 
continue to rise, however they will not keep 
pace with overall inflation. 
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Saskatchewan 


Housing Market 
Review — 1990 


New residential construction in Sas- 
katchewan continued to slow in 1990, with 
1,417 housing starts, 26 per cent fewer than 
the previous year. This is the fewest num- 
ber of starts in the province since CMHC 
began keeping records in 1948. The key fac- 
tor in the very weak performance of the 
provincial housing market has been the flat 
demand for housing as a result of little job 
creation, limited income growth, large net 
outmigration, population losses in rural 
areas and high interest rates. 

Multiple-unit construction was most 
severely affected in 1990, falling by 37 per 
cent to 330 units. The continuing decline of 
multiple starts is a result of excess supply 


in almost all provincial rental markets and 
saturation of most condominium markets. 

In Saskatoon, however, there was some suc- 
cessful targeting of ground-oriented con- 
dominiums for seniors. 

Although demand for new housing has 
in general been weak, there is still a small 
market for new move-up homes and for af- 
fordable starter homes. Since almost all 
new single starts are presold, excess inven- 
tories of completed and unoccupied units 
have not accumulated. 

The smaller cities in Saskatchewan have 
been hardest hit by weak demand mainly 
because populations have declined in those 
centers over the last couple of years. 
Surprisingly, rural starts increased their 
share in 1990, with 423 starts or 30 per cent 


of the provincial total, up from 25 per cent 
in 1989. The main reason is that many of 
these rural starts were publicly-initiated. 

Weak demand also characterized resale 
housing markets. All markets in the 
province favoured buyers, with sales 
remaining slow and listings stabilizing at 
high levels. The average resale price in the 
province declined by 1.4 per cent to 
$69,000. 

With almost no new rental units added 
during 1990 and modest increases in rental 
demand largely resulting from rural-urban 
migration, vacancy rates in Saskatoon and 
Regina declined marginally. Vacancy rates 
are still high however, and little or no rent 
increases occurred as a result. 
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Economy 


In 1990, Saskatchewan’s economy grew by 
two per cent, driven mainly by the second 
largest crop in history. The provincial 
economy is forecast to grow by 1.5 per cent 
in 1991 and two per cent in 1992. 

Not only was the volume of grains and 
oil seeds harvested in Saskatchewan high in 
1990 but the quality of the crop was very 
good. Low grain prices and reduced farm 
subsidies, however, actually resulted in a 
decline in net realized farm income. 

The prospects for control of subsidies 
by governments in Europe and the United 
States are not optimistic and low prices are 
expected to continue into the foreseeable fu- 
ture. In Canada, government subsidies, 
which had become a major factor in farm 
income over the last few years, are ex- 
pected to decline further in 1991 and 1992. 
Moreover, in 1991, the level of output is 
not likely to match the 1990 levels. The 
resulting decline in farm income will cur- 
tail consumer and business spending even 
further, especially in rural areas. In turn, 
this will result in little opportunity for ser- 
vice sector employment growth in the 
province except in the two major cities. 

One anomaly that has occurred over the 
last three years has been the decline in farm 
debt in the province as farmers have used 
their earnings to reduce debt at the expense 
of consumer and business spending. This 
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lower consumer spending has had a 
detrimental impact on the service sector. 
Smaller cities and towns in the province 
have been hit hardest by low spending. 

In 1991, the most significant economic 
activity in the province will come with the 
construction of various projects which will 
provide continued short term employment 
in construction and manufacturing and 
modest long term employment upon com- 
pletion. These projects include the Bi- 
Provincial Upgrader at Lloydminster, the 
Millar Western Pulp mill at Meadow Lake, 
and the Cargill (Saferco) fertilizer plant 
near Regina. 

The Rafferty Dam is virtually complete 
and preliminary work on the Alameda Dam 
has begun. Yet, this project may also face 
delays as a result of the environmental 
review process. Nevertheless, the major 
employment generator in the Estevan 
region is construction of the Shand thermal 
power plant which is well underway with 
employment expected to peak in the sum- 
mer of 1991. 

In Regina, two large office construction 
projects will also be underway in 1991 
which will boost construction employment 
in that city. Another development which 
may improve the province’s situation is a 
possible increase in oil and gas exploration 
and development. At the same time, lower 
prices for gold, diamonds and uranium are 
expected to slow exploration for these com- 
modities in 1991. 

A weak agricultural sector will almost 
completely offset the gains from construc- 
tion and development projects in the 
province resulting in minimal improvement 
in Saskatchewan’s overall economy in 
199)e 

Employment in 1990 grew by 0.7 per 
cent or 3,000 jobs mainly as a result of in- 
creased agricultural and manufacturing 
jobs. In 1991 and 1992, employment in Sas- 
katchewan will grow marginally by 0.2 per 
cent (1,000 jobs) and 0.4 per cent respec- 
tively, largely resulting from non-residen- 
tial construction. The unemployment rate 
over the next two years will remain in the 
seven per cent range as many of the un- 
employed continue to leave the province. 

High net outmigration from Sas- 
katchewan continued in 1990, as a net loss 
of 15,000 people is estimated. Net out- 


migration is forecast to improve modestly 
to 11,500 people in 1991 and 12,500 
people in 1992. Poorer economic prospects 
in other provinces in 1991 will primarily be 
responsible for fewer people leaving Sas- 
katchewan this year. 


Housing Markets 


No recovery is foreseen for Saskatchewan 
housing markets in 1991. Markets will sta- 
bilize at current levels before making 
modest advances in 1992. Weak economic 
performance in 1991 and only a slight 
recovery in 1992 are the main reasons for 
this forecast. 

Total provincial housing starts in 1991 
will be 1,450, almost the same number as 
in 1990, and will increase slightly to 1,600 
in 1992. The split between single and multi- 
ple units will be similar to 1990 with 1,150 
single units and 300 multiple units in 1991. 
Modest opportunities for rental and con- 
dominium construction in 1992 will result 
in 400 multiple starts while single starts 
remain at 1,200 units. 

In Regina, slow population growth will 
continue to limit demand for new homes. 
One factor which may positively affect 
housing starts however, is the relatively 
low inventory of higher-priced resale units 
on the market. By the end of 1990, active 
listings were at the lowest level since 1987. 
Moreover, most of the listings are for lower- 
priced houses. The low supply of houses 
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priced over $100,000 may result in im- 
proved starts levels in the latter part of 
1991. High vacancy rates and weak 
demand for condominiums suggest that 
multiple unit construction in Regina will 
remain slow in 1991 and 1992. 

In Saskatoon, increasing emphasis is 
being placed on constructing moderately 
priced single family dwellings in the 
$85,000 to $110,000 range. Although not a 
"starter home", these prices reflect a more 
modest house than the typical house built 
in 1990 with an average sale price of 
$130,000. The relative success of ground- 
oriented condominiums indicates another 
emerging characteristic of the Saskatoon 
market. These condominiums have been 
selling to empty-nester households 
demonstrating a change in lifestyle caused 
by the shift of Saskatchewan’s population 
in age and income. 

Recovery in the smaller cities will take 
longer than in Regina and Saskatoon main- 
ly because little or no population growth 
will occur in the smaller centers. Moreover, 
a relatively good selection of resale houses 
are available. There will also be some 
publicly-sponsored rural construction. 

The new housing price index, which 
grew by less than two per cent in both Sas- 
katoon and Regina in 1990, will increase 
by two per cent in Regina and less than one 
per cent in Saskatoon in 1991 and 1992. 
Slightly higher structure costs have been 
responsible for the increase in Regina while 
modest land price increases were the cause 
in Saskatoon. 

With strong housing affordability based 
on relatively low house prices and stable, 
lower interest rates in 1991 and 1992, MLS 
sales in the province will increase by four 
per cent on average for the forecast period. 
With only slight declines in listings, the 


average provincial resale price will increase 
by about two per cent per year to $71,500 
by 1992. 

Rental markets will continue to show 
modest improvement in Regina and Sas- 
katoon as slight population growth boosts 
demand but little new construction means 
no increase in supply. As well, Estevan and 
Lloydminster, where large construction 
projects are located, will have significant 
declines in their vacancy rates. Other 
centres will experience little change. 
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Alberta 


Housing Market 
Review — 1990 


Alberta’s housing market was volatile 
during 1990. The year was highlighted by a 
major increase in demand during the first 
quarter of the year and then an absolute 
decline in activity that affected both the 
resale and new construction markets to the 
end of the year. During April and May high 
interest rates and general uncertainty regard- 
ing the economy resulted in a major slow- 
down in activity that persisted in the new 
construction market throughout the rest of 
the year. The resale market was affected as 
well, however, the market saw gradual im- 
provement towards the end of 1990. 
Despite the slowdown in late 1990, price 
levels and housing starts were stronger in 
Alberta than in any other province in 
Canada. 

The expansion in housing markets early 
in the year was due to economic growth, in- 
creasing migration and pent-up demand in 
the marketplace. These factors, combined 
with investor confidence, dramatically in- 
creased housing starts in 1990. Housing 
starts over the first 4 months of the year 
were up by over 100 per cent compared to 
the same period in 1989, with builders 
reporting line-ups at show homes and a 
shortage of lots and labour. Consumer con- 
fidence declined however in late April, 
mainly as a result of high mortgage rates 
and economic uncertainty. Subsequently 
new home sales did not recover for the rest 
of the year. Despite this setback total hous- 
ing starts in the province were 17,227 units, 
ending the year up 17 per cent over 1989, 
the highest percentage increase of any 
province in the country. Single starts in- 


creased 12 per cent over 1989 with 13,809 
homes started during the year. 

The high volume of residential starts in 
1990 was also augmented by strong multi- 
ple family construction and growing inves- 
tor interest. Growing demand in the 
condominium and rental markets resulted 
in 3,418 multi-family starts compared with 
2,367 in 1989, an increase of 44 per cent. 
Multi-family starts have quadrupled over 
the past five years. 

Growth in residential demand combined 
with the provincial Alberta Family First 
Home Program resulted in a strong resale 
market in the first half of the year. The slow- 
down in the last half of the year resulted in a 
decline in total sales of nine per cent to 
33,085. Resale prices remained strong, 
bolstered by growth in the major centres. The 
average price of an MLS resale home 
throughout the province increased by over 10 
per cent in 1990 to $108 675 from $98 514 in 
1989. 

Rental markets throughout the province 
were also affected by changing demand in 
1990. In the April Rental Market Survey, 
major markets were affected by strong 
homeownership demand and experienced 
some increase in vacancy levels. By October, 
migration into the province resulted in few 
available units and vacancy rates declined in 
most centres, falling to 1982 levels. In Ed- 
monton the vacancy rate fell to 1.8 per cent 
while Calgary’s rate fell to two per cent. 

Tighter rental markets contributed to 
rising rental rates as well. Calgary and Ed- 
monton both had rental rate increases of more 
than five per cent. Rental markets in smaller 
centres also tightened as major projects and 
increases in population resulted in lower 


vacancy rates and higher rents. A lack of 
new construction will continue to put up- 
ward pressure on rents over the forecast 
period. 


1991-92 OUTLOOK 


Economy 


After a six-month slowdown in the last half of 
1990 the Alberta economy is poised for ex- 
pansion in 1991 and 1992. Growth will 
remain slow for the first three months of 1991 
especially in the residential and industrial sec- 
tors. The return to positive growth will be led 
by the oil industry with projects in heavy oil, 
natural gas and pipeline construction. In addi- 
tion, petrochemical and forestry projects will 
play a larger role in economic expansion over 
the next two years. 

Real provincial Gross Domestic Product 
will increase by 1.8 per cent in 1991, and 3.5 
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per cent in 1992, compared with two per 
cent in 1989. The provincial economy is ex- 
pected to benefit from higher oil prices 
which are forecast near $25 U.S. per barrel 
in 1991 and $22 U.S. per barrel in 1992 as 
stability in this sector will result in a return 
to more normal price levels. 

The slight decline in GDP is not expected 
to affect employment growth which slowed 
somewhat in the second half of 1990. Major 
project construction will lead to employment 
growth of 1.5 per cent in 1991 and three per 
cent in 1992 as the economy continues to ex- 
pand. This will mean the creation of 18,000 
jobs in 1991 and 38,000 jobs in 1992, com- 
pared to 20,000 jobs created in 1989. Employ- 
ment growth over the next two years will be 
led by the private sector. 

Increases in investment throughout the 
forecast period will offset the impact of slow- 
ing economies and lower demand across the 
country. Consumer spending is expected to 
suffer modestly in the first quarter of 1991 
with uncertainty regarding GST and the na- 
tional economic slowdown affecting con- 
sumer confidence. This trend will reverse in 
the second quarter as confidence in the 
economy retums. In the remainder of the year 
and into 1992 real growth in retail sales will 
occur as consumers adapt to the new tax sys- 
tem and confidence in the provincial 
economy returns. 

Crude petroleum and natural gas continue 
to dominate Alberta’s mining industry. Invest- 
ment spending for major projects in this in- 
dustry sector will expand the provincial 
economy throughout the forecast period. 

Alberta’s energy sector will continue to 
grow in 1991 and increases in investment will 
help offset the economic slowdown. A 
moderate increase in exploration and drilling 
activity is expected in 1991 and 1992. Rela- 
tively low oil prices in the past few years 
have forced the energy industry to become 
more efficient by rationalizing and consolidat- 
ing operations. While rationalization will con- 
tinue, the increases in oil prices will result in 
moderate increases in drilling activity. The 
Petroleum Association of Canada estimates 
that 6,200 wells will be drilled in Canada in 
1991, an increase of seven per cent over 1990. 

Heavy oil activity is expected to remain 
slow although employment generated from 
the Husky upgrader project in Lloydminster 
will increase with the summer construction 


season. A decision regarding the OSLO 

project is currently scheduled for late 1991, 
however approval of this project would not 
substantially affect the economy until 1993. 

Natural gas development will continue 
over the forecast horizon. The need for secure 
suppliés and strong demand for cleaner fuel 
will spur additional pipeline and drilling ac- 
tivity. Construction is scheduled to begin in 
1991 on the $825 million Caroline Gas 
project. 

Employment in the non-residential con- 
struction sector will also benefit from invest- 
ment in additional pipeline capacity. Trans 
Canada Pipelines is expanding pipelines to 
central Canada. This expansion is expected to 
increase sales for virtually all the companies 
operating in the province because gas will 
come from marketing agencies representing 
supply pools. Nova Corporation has also an- 
nounced that it will be spending over $500 
million per year for the next three years on 
pipeline and gas gathering networks. 

Growth in the forestry sector has 
moderated in the past year as environmental 
concerns have slowed or stopped some 
projects. The recent announcement of the Al- 
berta-Pacific Forest Industries’ $1.3-billion 
pulp mill is expected to create 1,300 full time 
positions in Athabasca, 146 kilometers north 
of Edmonton. Construction employment over 
the next two years will average 1,075 and at 
the peak of construction in 1992, will create 
over 2,600 jobs. 

The agricultural sector continues to ex- 
perience problems especially in cereal grains. 
Negotiations on international trade agree- 
ments are currently at a standstill and will 
result in weak price levels over the forecast 
period. Smaller communities dependent on 
agriculture will suffer as a result and slow 
housing markets will continue in some 
centres. 

A stronger overall economy and posi- 
tive employment growth has continued to 
attract people into the province. Total net 
migration into Alberta in 1990 is currently 
estimated to have increased by 63 per cent 
to 16,000 people. This positive trend is ex- 
pected to continue in 1991 and 1992. An- 
nual net migration is forecast at 18,500 
people in 1991 and 20,000 in 1992 as 
major projects and employment growth at- 
tract growing numbers from other parts of 
the country as well as from outside Canada. 
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In summary, a trend towards increasing 
economic momentum will continue to posi- 
tively affect the provincial economy over 
the next two years. Growth will be slow in 
the first part of 1991 but as energy, forestry 
and petrochemical projects proceed, 
employment growth will continue to attract 
people into the province. 


Housing Market 

Alberta’s housing markets will continue to 
grow in 1991 and 1992 as a result of im- 
proving economic conditions and popula- 
tion growth. However, the slowdown in the 
markets as a result of the national recession 
will affect new homeownership demand in 
the first quarter of 1991, and low levels of 
new construction will result. 

Despite a slow beginning in 1991, grow- 
ing demand for housing will exert upward 
pressure on both new and resale housing 
throughout the forecast period. One change 
that may occur in early 1991 is the cancella- 
tion of the Alberta Family First Home Pro- 
gram. This program enticed a considerable 
number of Albertans into the homeowner- 
ship market over the past two years and ac- 
counted for a number of sales of affordably 
priced units. 

Total housing starts in the province will 
decrease by seven per cent from 17,227 in 
1990 to 16,000 in 1991. The market will 
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continue to be slow in the first quarter but 
is then expected to grow to the end of the 


| year. In 1992 total housing starts will in- 

| crease by 16 per cent over 1991 as strong 

| market growth continues throughout the 

| year and housing starts grow to 18,500. 

| Single starts will decline by seven per 

| cent to 12,900 in 1991, increasing in 1992 
| by 14 per cent to 14,700. Slower markets 
will moderate price increases in the major 

| centres. New house prices in Calgary and 

| Edmonton are expected to increase by 
seven and nine per cent respectively in 
1991 after growing by 12 and 16 per cent 
in 1990. The growth rates will increase to 
eight and 10 per cent in 1992. The main fac- 
tor in price increases in 1990 was lot prices 
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which increased substantially in both 
centres. Land prices are expected to con- 
tinue to increase over the next two years 
but at more moderate levels. 

The supply constraints associated with 
labour and serviced lots that were expected 
to impede market growth in 1990 did not 
occur because the market slowed in the 
second quarter. Similar constraints are not 
expected in early 1991 as gradual increases 
in starts activity occurs, however, con- 
tinued increases in demand throughout the 
forecast period will again put upward pres- 
sure on prices in the major centres. 

Compared to new construction, resale 
activity in the province will grow in 1991 
as markets recover more quickly and 
demand continues to strengthen. The num- 
ber of MLS resales in 1991 will reach 
34,800, a five per cent increase over 1990. 
The average MLS price will also rise in 
1991 by eight per cent to $117,300. Resale 
volumes in 1992 will decrease by two per 
cent as prices grow more rapidly and the 
decreased affordability affects sales levels. 
In 1992, the average MLS price will in- 
crease by nine per cent to $127,800. 

Lower interest rates will positively af- 
fect the homeownership market and affor- 
dability over the next two years. 
Affordability decreased over the past year 
as major increases in prices occurred. 

Although growth has, and will continue 
to occur in the multiple-family construction 
market, most new multiple units are in- 
tended for the condominium market. Ap- 
proximately 1,100 condominiums are 
projected for 1991 and 1,500 for 1992. 
Hence, a relatively small number of new 


multiple units are intended for rental hous- 
ing. Vacancy rates will continue to decline 
as employment and household growth out- 
pace new multiple rental completions. Low 
supply will push vacancy rates down in the 
forecast period in most communities in the 
province. 

In Calgary and Edmonton, the vacancy 
rate will increase slightly in April 1991 to 
2.2 and two per cent as a result of seasonal 
factors. In October, the vacancy rate will 
decrease to 1.8 and 1.5 per cent respective- 
ly with further declines in 1992. As the rent- 
al market tightens, rents will continue to 
rise. Calgary and Edmonton will see in- 
creases of seven and eight per cent per year 
for the next two years. Hf 
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PROVINCIAL HOUSING OUTLOOKS 


British 
Columbia 


Housing Market 
Review — 1990 


The housing market entered a recessionary 
phase in 1990. Sales and starts levels were 
well below peak levels achieved in late 
1989 and early 1990. The sharp contraction 
in demand led to a similar adjustment in 
supply, particularly in the new housing 
market which had a sharp rise in unsold in- 
ventory. Excess supply conditions were 
more pronounced in the new condominium 
sector than in the new single-detached seg- 
ment. Rental market conditions eased slight- 
ly in the second half. There were 
indications that the rate of decline in sales 
and single-detached starts had moderated 
by the end of the year. 

MLS sales volumes rebounded some- 
what in the third quarter following a very 
sharp drop in the first half. Monthly sales 
volumes plunged about 50 per cent to mid- 
year from the peak in late 1989. Sales 
volumes recovered somewhat in the second 
half, increasing by about 20 per cent from 
mid-year. For the year though, sales were 
down 30 per cent from 1989. 

Prices of the existing homes also 
recovered somewhat in the second half. 
The average MLS residential price 
averaged $155,500 in the fourth quarter up 
from $151,900 in the third quarter. The 
price averaged $168,600 at the peak in the 
first quarter of 1990 and was up four per 
cent for the year as a whole. 

The supply of the existing homes 
remained high relative to sales in the 
second half. The sales-to-active listings 
ratio for Vancouver was about 12 per cent 


at yearend, suggesting further price weak- 
ness in the short-term. 

Housing starts followed a similar trend 
to sales but with a time lag. Housing starts 
peaked in the first quarter at a record 
seasonally adjusted annual rate (SAAR) of 
54,000 units while MLS sales reached a 
peak in the fourth quarter of 1989. The 
starts trend continued down sharply and 
swiftly after the peak but slowed in the 
fourth quarter. The quarterly starts (SAAR) 
were 40,000, 31,000 and 26,000 units for 
the second to fourth quarters, respectively. 

Single-detached starts showed some 
signs of levelling off in the fourth quarter. 
Seasonally adjusted starts were about 900 
units monthly during the fourth quarter in 
urban B.C. compared to 850 units in the 
third quarter. 

Unsold inventory of new single- 
detached units was up by about one quarter 
from mid-year and near a peak. This was a 
moderate increase and was probably due to 
less building on spec than in previous 
cycles and to the quick supply adjustment. 
This inventory situation implies that 
production could pick up fairly soon after 
an increase in demand. 

The inventory position in the con- 
dominium market was substantially dif- 
ferent. Unsold inventory almost tripled by 
yearend and further increases were very 
likely. Condominium starts reached a high 
in the second quarter and dropped sharply 
by yearend. At the peak there were 5,039 
units started in the second quarter which 


plunged to 1,178 units in the fourth quarter. 


In the rental sector, market conditions 
remained tight but some easing was evi- 
dent. The annual rate of rent increase sub- 


sided to about eight per cent in October 
from 10 per cent in April and 11 per cent in 
October 1989. New rental supply was up 
slightly and less existing stock was lost to 
demolitions or condominium conversion 
than was previously the case. 


1991-92 OUTLOOK 


Economy 


The growth catalysts which propelled the 
B.C. economy over the past three years will 
diminish markedly in 1991. Sluggish ex- 
port activity, sharply lower capital invest- 
ment, and weaker consumer expenditure 
growth will characterize the economy 
ahead. The economic expansion phase is ex- 
pected to give way to weak growth fol- 
lowed by a moderate recovery in 1992 led 
by the export sector. Population growth is 
forecast to slow down due to less inter- 
provincial migration. 

Capital investment spending is forecast 
to drop sharply in 1991 following strong 
gains since 1986. Spending is expected to 
drop by 10 per cent since the forest sector 
has weakened, the new housing sector has 
turned down, and corporate profits have 
weakened. Statistics Canada’s survey of In- 
vestment Intentions showed a 15 per cent 
increase in 1990 and a 24 per cent increase 
in 1989. The 1990 figure will likely be high 
since it was taken at mid-year before the in- 
crease in negative economic reports. A 
small increase in public sector capital 
spending is likely this year, however. None- 
theless, capital spending is expected to con- 
tract in 1991. 
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Export sector activity will remain slug- 
gish for most of the forecast horizon but a 
moderate pickup is expected in 1992. 
Lower commodity prices, a relatively high 
currency, and slower growth in B.C.’s 
major trading partners point to weaker ex- 
port levels in 1991. In 1992, some of these 
factors are expected to improve resulting in 
a pickup in exports. 

Consumer expenditures are forecast to 
moderate in 1991. Consumer confidence 
plunged in the second half of 1990 and 
high interest rates along with a slowing 
economy led to a flat growth rate after mid- 
year. Expenditures in 1991 are forecast to 
grow below the rate of inflation. The GST 
will dampen prospects for the service sec- 
tor in 1991 relative to the manufactured 
goods sector. 

Another factor which could negatively 
affect the economy in 1991 is the heavy 
labour-management bargaining calendar. 
About one quarter million union workers 
will have contracts expire in 1991. Many of 
these are in key areas such as forestry, con- 
struction, and the provincial government. 
The likelihood of work disruptions appears 
higher in 1991 then in the past two years. 

Employment is forecast to decline slight- 
ly in 1991. Total employment is forecast to 
decline by 0.3 per cent. This compares to in- 
creases of 2.4 per cent in 1990 and 5.7 per 
cent in 1989. Industries facing a likely con- 
traction are construction, forestry, and ser- 
vice firms dependent on capital expenditures. 
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Retail trade employment levels will do well 
to hold steady. A moderate increase in total 
employment is expected in 1992. 

Unemployment is forecast to rise to 9.7 
per cent in 1991 from 8.1 per cent in 1990. 
A small decline to 9.5 per cent is expected 
inyh992: 

Rising unemployment in B.C. and in 
other parts of Canada will very likely result 
in lower interprovincial migration levels. 
Net interprovincial migration is forecast to 
decline from 42,000 in 1990 to 33,700 in 
1991 and to 22,000 in 1992. 

International migration levels will be 
rising during the forecast period due to 
higher quotas. This increase however is not 
expected to raise total net migration in 
1991 or 1992. Population growth is, there- 
fore, forecast to subside from its very 
strong rate of the past three years. 


Housing Market 


The housing market cycle is expected to 
turnaround in 1991 and enter a recovery 
phase extending into 1992. Despite the 
weak prognosis for the B.C. economy in 
1991, lower interest rates are expected to 
stimulate demand sufficiently to generate 
the beginning of a moderate recovery 
phase. Housing is typically one of the first 
sectors to pickup during weak economic 
periods. An improving economy in 1992 
should contribute to the housing recovery 
phase. 

Improving affordability due to lower in- 
terest rates and prices are expected to in- 
crease demand. MLS sales are expected to 
reach their lowest level in the first quarter 
and rise moderately thereafter in 1991. 
Total sales are forecast to rise by 6.5 per 
cent in 1991 to 61,800 units. Part of this in- 
crease is due to an expected increase in 
MLS market share. By 1992, demand condi- 
tions are expected to improve and be more 
broadly based which will increase sales by 
a larger amount. Sales are forecast to rise 
by about eight per cent to 66,700 units. 

Prices in 1991 are forecast to be down 
in the first half before stabilizing in the 
second half. The average annual MLS 
residential price is forecast to be down 
slightly in 1991 due to a weaker first half. 
In 1992, price increases are expected to be 
around the rate of inflation. A balanced 


market will likely characterize the market 
after mid-year 1991 and into 1992. 
Housing starts are expected to pickup 
after sales increase and when inventories 
are lower. The single-detached sector will 
likely experience a turnaround in the 
second quarter. Condominium starts will 
probably remain low until later in 1991. 
Single-detached starts are forecast to 
rise to 17,830 units in 1992 from 14,915 
units in 1991. The latter forecast represents 
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a decrease of about 20 per cent from 1990. 
The recovery phase is expected to begin in 
the second quarter of 1991 and gain 
moderate momentum for the rest of the 
year. Unsold inventory of new houses is ex- 
pected to reach a peak in early 1991 and 
trend down in the rest of the year. 
Multiples starts are expected to take the 
brunt of the contraction in 1991. Total mul- 
tiples starts are forecast to drop by one half 
to 9,660 units from 18,242 units in 1990. 
Condominiums are expected to drop to 
6,280 units from 1990’s record level of just 
over 13,000 units. Unsold new condomin- 
ium inventory will be rising into 1991 and 


will probably reach 5,000 units at the peak 
which is expected to be in the second 
quarter. A growing proportion of new con- 
dominiums will be entering the rental 
market as a result. 

Rental market conditions are expected to 
ease further. Vacancy rates are forecast to rise 
in 1991 and 1992 and rent increases to 
moderate. Rental stock will likely increase 
since fewer units will be removed and more 
new units, some condominium will become 
available. Also, the improving affordability 
trend will result in some renters turning to 
the ownership market. The rental market is 
expected to reach vacancy rates around two 


per cent and rent increases near the infla- 
tion rate. 

Total multiples are forecast to rise in 
1992 to 11,820 units. Both rental and con- 
dominium starts are expected to contribute 
to the upturn. Rental starts are forecast at 
3,070 units and condominium starts at 
7,850 units. 

Housing starts in 1992 are anticipated to 
increase to 29,650 units from a forecast 
24,575 units in 1991. The starts recovery 
phase is expected to start slowly in mid- 
1991 and gain strength in 1992. At this 
point, it is expected to be a moderate or 
average recovery phase. i 
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HOUSING STARTS - TOTAL 
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HOUSING STARTS - SINGLES 
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HOUSING STARTS - MULTIPLES AND OTHERS 


1988 1989 1990 1991(F) 1992(F) 
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DETAIL OF MULTIPLE STARTS 
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NEW HOUSE PRICE INDEX 
(PERCENT CHANGE) 


1986 1987 1988 1989 1990 1991(F) 1992(F) 
ST. JOHN’S d 3.6 6.0 
HALIFAX : ‘ 0.3 4.5 
SAINT-JOHN : : : 1.4 3.0 


QUEBEC CITY 3.3 5.0 


MONTREAL a7 3.0 
OTTAWA-HULL 4.0 125 
TORONTO -3.8 KON) 
HAMILTON 23 -1.4 
ST. CATHARINES 7.0 -1.0 
KITCHENER 1.9 -2.6 
LONDON 5.7 1.3 
WINDSOR : 4.4 =I 
WINNIPEG , 1.9 2.0 
REGINA ; ; 1.8 2.0 
SASKATOON ; 0.7 1.0 
CALGARY 12.4 6.6 
EDMONTON ; 15.9 9.4 
VANCOUVER ; 5.8 -8.0 
VICTORIA : ; 7.0 -10.6 


SOURCE: STATISTICS CANADA. 
(F) FORECAST BY CMHC. 
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MLS ACTIVITY - TOTAL SALES 


(PERCENT CHANGE) 
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MLS ACTIVITY - AVERAGE PRICE 


(PERCENT CHANGE) 
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VACANCY RATES IN APARTMENT STRUCTURES OF THREE UNITS & OVER 
PRIVATELY INITIATED, IN METROPOLITAN AREAS 
(PERCENT) 


1991(F) 1992(F) 
APR OC APR OCT 


CALGARY 


CHICOUTIMI- 
JONQUIERE 


EDMONTON 
HALIFAX* 
HAMILTON 
KITCHENER 
LONDON 
MONTREAL 
OSHAWA 
OTTAWA 
HULL 
QUEBEC 
REGINA 


ST. CATHARINES- 
NIAGARA 


SAINT JOHN 
ST. JOHN’S 
SASKATOON 
SHERBROOKE 
SUDBURY 
THUNDER BAY 
TORONTO 
TROIS-RIVIERES 
VANCOUVER* 
VICTORIA* 
WINDSOR 
WINNIPEG 


SOURCE: CMHC. 
(F) FORECAST 
* FOR SIX UNITS & OVER 
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EMPLOYMENT 
(PERCENT CHANGE) 


SOURCE: STATISTICS CANADA. 
(F) FORECAST BY CMHC. 


1988 


1989 


1990 199 1(F) 1992(F) 


J 
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UNEMPLOYMENT RATE 
(PERCENT) 


1991(F) 


SOURCE: STATISTICS CANADA. 
(F) FORECAST BY CMHC. 


1992(PF) 
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TOTAL NET MIGRATION 


1987 1988 1989 1990(E) 1991(F) 1992(F) 


-5470 -1999 -3500 


564 725 -940 


-1010 -607 588 -100 


-2315 -952 2240 -300 -250 


13277 12825 21839 220 17600 


101335 S220 78209 86430 114000 


-2428 -6198 -4522 -3300 -500 


-9467 -14753 -15276 -15000 -12500 


-17698 5652 9854 16000 20000 


32063 48005 58825 67000 54000 


108851 124823 | hay eh) 171540 178230 192730 


SOURCE: STATISTICS CANADA. 

(E) ESTIMATE BY CMHC. 

(F) FORECAST BY CMHC. 

* EXCLUDES YUKON AND NORTHWEST TERRITORIES. 
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HOUSING COMPLETIONS - TOTAL — 


1991(F) 1992(F) 


312) 3150 Souls) 


2400 


1176 943 995 927 683 560 620 


(ey 6488 3/93 4904 5477 5082 4851 


4504 2959 23557 3028 


56984 52630 BOTS 42795 


69567 80562 62292 62956 


7341 4028 2741 2785 


S072 1396 1584 


{S75 


O12 


17467 15999 17969 


20818 BIG55 


184605 217976 216532 217300 206163 162775 167023 


SOURCE: CMHC. 
(F) FORECAST. 


29425 27060 
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HOUSING COMPLETIONS - SINGLES 


wa 1986 1987 1988 1989 1990 1991 1992(F) 


2217 2o21 3217 2434 2500 2681 
788 728 Bee) 391 320 460 
4475 4190 3274 3473 3481 BOL 
325) 222 Pai fi: 2332 1870 2510 
Z2o22 29664 24456 DAN Z1DS30 23828 
49268 61400 54732 43130 29966 35644 
4204 4935 3263 3109 2193 2418 
3624 3603 1523 Dia 1063 1274 
8022 8168 10956 14699 12649 14687 


Aad eae 14816 18736 20111 14075 17085 


110902 133247 129211 123469 117990 89647 103910 


SOURCE: CMHC. 
(F) FORECAST. 
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HOUSING COMPLETIONS - MUL TIPLES AND OTHERS 


199 1(F) 1992(P) 


315 eae) 693 650 

215 S15 292 240 

2298 2196 2004 1601 

22 687 627 487 518 
39285 36244 25431 18243 18967 
27209 30655 37432 32326 ZiOlZ 
2692 1705 919 548 367 
2037 1827 463 Se 6) 310 
1166 1615 2768 3350 3282 


8790 11818 17544 15350 9975 


| 73703 84729 87321 93902 88173 73128 63113 


SOURCE: CMHC. 
(F)SeFORECAST; 
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NATIONAL HOUSING OUTLOOK 


Executive Summary 


Canada 


The outlook for the housing market is 
not significantly different from the 
last issue of the National Housing Out- 
look, although slightly weaker than ex- 
pected growth has meant a modest 
revision downward to housing starts 
in 1991. Starts are forecast to be at 
147,000 units, slightly lower than the 
previous forecast of 152,000 units, 
and to recover to 178,000 units in 
1992. 

Lower interest rates restarted the 
housing market in the second quarter 
and will continue to support it. In ad- 
dition, as the economy and employ- 
ment improve over the next 18 
months, so will the housing market. 
The improvement, however, will be 
moderate as a number of weaknesses 
in the economy will limit house 
production. Both single-detached and 
multiple units starts will improve over 
the coming months, although single 
units will be stronger as oversupplies 
of condominiums and rental units 
limit the new supply of these units. 


Newfoundland 


Lower interest rates, employment 
growth and an improvement to migra- 
tion because of the Hibernia project 
will strengthen the existing and new 


housing markets over the next 18 
months. A weak first half of 1991 will 
mean overall starts are slightly lower 
this year than last, at 3,000 units. A 
strong improvement to single family 
starts will bring production up to 
3,650 units next year. 


EEI_ErT ree 


“The recovery in 
the housing sector 
is expected to be 
moderate, in line 
with the general 
economic 


recovery.” 


FF —S* 
Prince Edward Island 


While lower interest rates will stimu- 
late the existing housing market, they 
will not sufficiently offset unemploy- 
ment and outmigration to create 
strong demand for new housing in 
1991. Starts at 630 units, will be 
below the 1990 level and will remain 
virtually unchanged in 1992. 


Nova Scotia 


The recession will continue to damp- 
en housing markets in Nova Scotia for 
most of the rest of the year. While 
apartment construction will increase 
this year because of strong rental 
demand, single family housing and 
sales of existing units will be limited 
by low consumer confidence, un- 
employment and limited income 
growth, in spite of lower interest 
rates. Only 4,800 units will be started 
in 1991. Next year, rental and single 
family ownership units will switch 
positions, with rental construction 
declining as homeownership demand 
increases, moving starts to 5,100 units. 


New Brunswick 


Continuing improvements in affor- 
dability have already increased 
demand for existing housing from 
first-time home buyers. This is ex- 
pected to flow over into the new 
market by year’s end, with housing 
starts expected at 2,500 units. In 
1992, starts are forecast to increase to 
2,850 units as the economy and con- 
sumer confidence improve, creating 
stronger housing demand. 
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Quebec 


The recovery in the housing market is 
already under way in Quebec, stimu- 
lated by lower interest rates and 
provincial government programs. 
Given the economic and political un- 
certainty which exists, however, 
along with high vacancy rates, the 
recovery is likely to be modest. The 
large number of vacant new single- 
detached and condominium units will 
impede any rapid expansion of the 
housing market. In 1991, housing 
starts will be 41,800 units, rising only 
slightly in 1992 to 44,200 units. 


Ontario 


Improved affordability and consumer 
confidence will strengthen the 
recovery in house construction which 
has already begun in Ontario. All 
local markets will recover by the end 
of the year. First-time buyers are the 
majority responding to improved af- 
fordability, especially in Toronto. The 
long-term trend toward new move-up 
single family homes will restart later 
this year and become stronger in 1992 
aS move-up buyers return to the 
market. Most of the advance in starts 
in 1992 will be from single family 
dwellings, although condominium 
starts will also improve in response to 
lower inventories. Starts in 1991 will 


be 51,200 and increase to 71,000 in 
1992. 


Manitoba 


Manitoba had a very severe downturn 
in the first half of 1991, which will 
limit the number of starts for the year 
even though a modest recovery is ex- 
pected in the last half of the year. 
Starts are expected to be as low as in 
the 1982 recession at 1,700 units. An 
improved economy and consumer con- 
fidence will boost construction next 
year to 2,400 units, which is still a his- 
torically low level. High rental vacan- 
cies will keep apartment and row unit 
construction low in both years. 


Saskatchewan 


Saskatchewan housing markets, 
which have been depressed in the last 
two years, will not improve in 1991 
and 1992. Total starts are forecast at a 
record low of 800 units in 1991 and 
1,250 in 1992. Few employment op- 
portunities, due to little farm invest- 
ment and consumer spending, will 
translate into weak demand for hous- 
ing. The demand that is there will be 
mainly from move-up buyers as the 
19-35 age group of first-time buyers 
has declined significantly as a result 
of aging and outmigration. 


Alberta 


House construction will recover in the 
latter half of 1991, as lower interest 
rates, stable prices and continued 
migration improve the market. The 
economic downturn and weaker con- 
sumer confidence has shifted demand 
to less expensive housing, which is ex- 
pected to continue through 1992. This 
will mean only moderate price in- 
creases as Consumers remain price 
conscious. Starts are forecast at 
12,500 units in 1991, improving to 
15,600 units in 1992. 


British Columbia 


B.C.’s housing market has already 
shown a recovery mainly because of 
lower interest rates and a slight 
decline in prices. In 1991, 28,200 
units are forecast to be started. Later 
in the year and into 1992, improved 
employment and consumer con- 
fidence will lead to higher housing 
demand, with 31,500 starts in 1992. 
Despite the increase in demand, con- 
sumers will still emphasize affor- 
dability and first-time buyers will 
dominate the market therefore, price 
increases will be moderate. @ 
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NATIONAL HOUSING OUTLOOK 


Canada 


by Rita Daniel 


Housing Markets Recover 


Housing markets in Canada dropped 
dramatically at the beginning of 1991 
in response to recessionary economic 
conditions, an oversupply of housing 
in some areas and the introduction of 
the GST. First quarter starts were the 
lowest quarterly figures since 1957. 
Lower mortgage interest rates, how- 
ever, restarted both the existing and 
new housing markets, with sales of ex- 
isting homes first to respond. Housing 
starts began to rebound in April, grow- 
ing steadily stronger each month. Total 
starts for the first half of 1991 were 
54,299 units. 

Single-detached unit starts 
responded somewhat stronger to the 
decrease in interest rates, with 28,230 
starts in the first half of the year. Multi- 
ple unit starts at 26,069 units, did not 
improve as much due to longer plan- 
ning horizons required for multiples 
and large over supplies of condomin- 
iums and rental units in many areas. 

Most of the increase in starts in the 
second quarter was in Quebec, Ontario 
and British Columbia, although activ- 
ity began to improve in other provin- 
ces toward the end of the period. 
Gains in Ontario and British Columbia 
were mainly due to first-time buyers 
responding to more affordable housing 
as a result of lower prices and interest 
rates. Some of Ontario’s increase was 
also from higher levels of social hous- 
ing units. The improvement in Quebec 
related not only to lower interest rates, 


but also to provincial government 
programs for first-time buyers and for 
construction of housing for home- 
ownership. Increases in sales of exist- 
ing houses were stronger and more 
broadly based than starts, although 
British Columbia and Ontario showed 
the greatest strength. Lower prices and 
interest rates were again the major fac- 
tors. 

For the first time in over ten years, 
rental vacancy rates exceeded one per 
cent in all metropolitan areas. The na- 
tional average vacancy rate also in- 
creased to 3.8 per cent in April from 
3.6 per cent last October. The higher 
vacancies were due in part to in- 
creased home buying by renters in 
markets made more affordable by 
lower interest rates and prices and 
some doubling up of tenants in 
response to higher unemployment and 
the downturn in the economy. 


1991-92 Outlook 


Slow Economic Growth 


The economy is finally starting to 
show signs of recovery, which should 
continue over the coming months. The 
recovery will be fuelled by lower inter- 
est rates, which will spur housing and 
consumer expenditures, and a moder- 
ate growth in exports as a result of an 
expected improvement in the U.S. 
economy. Energy investment will also 
contribute to the recovery. Economic 
growth will be modest, however, with 


NATIONAL HOUSING OUTLOOK — THIRD QUARTER 1991 3 


the economy gradually improving over 
the next 18 months. There still remain 
a number of weaknesses in the econ- 
omy which will limit growth. High 
consumer debt will leave limited room 
for consumers to increase their spend- 
ing. Corporate profits have declined 
sharply, hindering the investment 
potential of companies. Finally, restric- 
tive budgets federally and in most 
provinces will mean little growth from 
government. Gross Domestic Product 
is forecast to be 1.3 per cent lower in 
1991 than last year, due to the weak 
first part of the year, and to increase 
by 3.0 per cent in 1992 as the econ- 
omy strengthens. 

Still, all provinces are expected to 
have better economic performances in 
the last half of 1991, though with 


Real Gross Domestic Product 
% Change 
CANADA 


4.2 4.3 


0.7 
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SOURCE: Statistics Canada. 
CMHC: Forecast. 


Mortgage Rates 
Percent 
Major Financial Institutions 


14.5 


SOURCES: Bank of Canada Review; CMHC. 


varying degrees of improvement. In 
1991, activity in Alberta and New- 
foundland will be strongest due to 
energy investments, while Ontario, 
Quebec and Manitoba will be the 
weakest. In 1992, Ontario will have 
the strongest growth, due to broad 
based recovery in most sectors. All 
provinces are expected to have posi- 
tive growth, ranging from 0.5 per cent 
in Saskatchewan to 3.7 per cent in 
Ontario. 

The employment outlook mirrors 
that of the economy in general, with 
weakness in the first half of 1991 and 
then improving gradually. In the early 
stages of the recovery, the unemploy- 
ment rate will increase in 1991 for an 
average rate of 10.4 per cent. The rate 
is expected to decrease to an average 
of 10.1 per cent in 1992. Only a slow 
improvement is expected because of 
the forecast modest economic recov- 
ery. Also persons who left the labour 
force during the recession will begin 
again to look for jobs, keeping the un- 
employment rate high, even though 
employment will be increasing. 

Interest rates are not expected to 
drop much further, if at all. As the 
economy becomes stronger and the 
Bank of Canada continues to watch in- 
flation, interest rates in the third and 


fourth quarter of 1991 should stabi- 
lize. U.S. rates, which are expected to 
rise due to a stronger economy and 
fear of higher inflation will be another 
reason for Canadian rates holding 
steady. The economic recovery in 
Canada along with rising U.S. rates 
will put upward pressure on Canadian 
rates during 1992, however the rise 
will be moderate. 


Gradual Improvement in 
the Housing Market 


The recovery in housing markets, 
which began in the second quarter of 
1991, is expected to continue in the 
last half of the year as the economy 
improves and employment picks up. 
Starts for 1991 are forecast to be at 
147,000 units, somewhat lower than 
our previous forecast of 152,000 units, 
due to a weaker than expected first 
quarter. The recovery will be stronger 
in 1992 with starts reaching 178,000 
units. 

Continued low mortgage interest 
rates will be the main factor contribut- 
ing to the recovery. In addition, house 
prices are not expected to increase sig- 
nificantly over the next 18 months, 
meaning many potential first-time 
buyers will still be able to purchase a 
home in all markets. Provincial hous- 
ing programs in Quebec and Ontario 
will also boost starts. 

The recovery in the housing sector 
is expected to be moderate, in line 
with the general economic recovery. 
High consumer debt levels and low 
discretionary savings will dampen the 
improvement. Also, unemployment is 
forecast to decline gradually during 
the coming 18 months and income 
growth to be weak. These factors will 
constrain potential homebuyers’ 
ability to purchase a home. Further- 
more, inventories of new houses, 
which have been steadily decreasing, 
but remain high in certain markets, 
will limit the number of new units to 
be built. 


In the latter half of 1991, all provin- 
ces will see some improvement in 
their housing markets, although the 
recovery won’t be significant for 
places like Manitoba and Saskatche- 
wan. Again in 1992, all provinces will 
have stronger housing markets, with 
the greatest growth in Ontario. 

Improved affordability of single 
detached units will mean single 
detached construction will have a 
stronger recovery than that of multi- 
ples. Large inventories of condomin- 
iums and high rental vacancy rates in 
some centres also mean that less new 
supply is required. Multiples starts are 
forecast at 63,000 units in 1991, while 
singles are forecast to be at 84,000 
units. 

Both singles and multiples will in- 
crease in 1992, but the main area of 
growth will be singles. The trend to 
homeownership due to the aging of 
the population will mean a return to 
higher levels of singles and a continu- 
ing low level of rental starts. Condo- 
miniums will also rebound somewhat 
in 1992, mainly in Ontario and British 
Columbia as inventories decline. 
Along with the gain in singles in 1992 
will be an increase in move-up buyers. 
First-time buyers are currently domin- 
ating the market and will continue to 
be strong throughout the rest of this 
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year and probably much of 1992, as 
well. However, as the market gains 
strength, more and more move-up 
buyers will enter the market. 

Greater affordability of existing 
units will cause sales of these units to 
do well over the next year and a half. 
Lower interest rates and stable or 
lower house prices, especially in 
markets such as Toronto and Van- 
couver, will create strong demand for 
these units. As with starts, as the 
economy improves and consumer con- 
fidence recovers, sales of existing 
units will increase at a faster pace. 
Total sales are projected to grow by 25 
per cent in 1991 to 313,000 units and 
by 2 per cent in 1992, to 319,000 units. 

With the exception of Newfound- 
land, British Columbia and, to a lesser 
extent Ontario, price increases are ex- 
pected to be moderate through 1991 


PROVINCIAL HOUSING OUTLOOKS 


Newfoundland 


by Mac Woodman 


@ Strong employment growth and an 
improved migration picture will 
boost new home construction 21.7 
per cent in 1992. 


@ Lower interest rates and Hibernia 
spinoffs will support gains in the 
sale of existing homes in 1991-92. 


Housing Market Review 
— First Half 1991 
The strength experienced in new 


residential construction in the fourth 
quarter of 1990 did not carry over to 


and 1992. With inflation forecast at 
6.0 per cent in 1991 and 4.1 per cent 
in 1992, real house prices (prices ad- 
justed for inflation) will decline or 
remain relatively unchanged. Weak 
demand and excess supply plus price 
conscious consumers will limit price 
increases in most provinces. 

The rental market, which has eased 
in most cities over the past year, is ex- 
pected to tighten again over the com- 
ing months. A reduction in the supply 
of new rental units and an increase in 
demand will reduce the number of 
rental vacancies in many major 
markets through the end of 1992. 
Lower rental unit starts in 1991 will 
decrease the oversupplies in some 
markets. Similar to the new and exist- 
ing homeownership markets, changes 
will be gradual. Despite the changes, 
vacancy rates in Quebec, Nova Scotia, 


Manitoba and Saskatchewan will 
remain above average, while rental 
markets in most of Ontario and British 
Columbia will be relatively tight. 

By the latter half of 1992, starts 
should be around a seasonally ad- 
justed rate of 200,000 units, which is 
consistent with underlying require- 
ments. This high level of requirements 
is based on natural growth of the 
population and immigration which is 
forecast to increase through 1995. Im- 
migration quotas of the government 
are set at 208,000 for 1991, rising to 
250,000 for 1992-95. Housing starts 
should rise above 200,000 units in 
1993 and 1994 as a stronger economy 
is forecast, stimulating greater housing 
demand to satisfy current housing re- 
quirements plus pent-up demand not 
met in the 1990-92 years. @ 


the first half of 1991. Public sector cut- 
backs, rising unemployment and high 
levels of consumer debt more than off- 
set the impact of lower interest rates 
leading to an 18.8 per cent decline in 
new home construction. Construction 
of single-detached homes fell 16.1 per 
cent to 713 units in the first half while 
multiple unit construction was down 
26.3 per cent to 224 units. New single- 
detached dwellings with accessory 
apartments continued to account for 
the bulk of multiple unit activity. 
Growth in this housing form has 
served to limit demand for apartments 
containing three or more units in the 


| 


metro region. Demand for rental ac- 
commodation declined in April with 
the vacancy rate increasing to 4.8 per 
cent from October’s rate of 1.8 per 
cent. Seasonal movement of students 
from the area and a weakened metro 
economy were responsible for the in- 
crease in the vacant stock. 

Despite signs of a recovery late in 
the second quarter, low consumer con- 
fidence served to reduce resale market 
activity in the first half of 1991. Sales 
of existing MLS homes in the metro 
region were down 10.3 per cent from 
1990 levels to 693 units. With record 
level listings, the resale market 


NATIONAL HOUSING OUTLOOK — THIRD QUARTER 1991 5 


maintained its favour to buyers to mid- 
year. The average price of a resale 
home increased 4.2 per cent to 
$88,846, reflecting the sale of higher 
priced homes. Total MLS* sales for 
Newfoundland including the central 
region of the province declined 8.1 per 
cent over 1990 levels to 750 units. 


* Multiple Listing Service (MLS) is a 
registered certification mark owned by 
The Canadian Real Estate Association. 


1991-92 Outlook 


Economy 


Following a year of virtually no 
growth in 1990, the economy is ex- 
pected to expand in 1991 largely on 
the strength of investment expendi- 
tures associated with the $5.2 billion 
Hibernia project. Provincial budget 
cutbacks and the continuation of weak- 
nesses in resource based industries 
will serve to limit economic growth to 
1.0 per cent this year. Large gains in 
Hibernia related expenditures and a 
broad based recovery in the goods 
producing and service sectors will 
boost economic growth to 3.0 per cent 
in 1992. 

The Hibernia project is expected to 
be the main catalyst for economic and 
employment growth over the forecast 
period. Project expenditures are es- 
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timated to exceed $300 million in 
1991 before rising to $500 million in 
1992. Direct employment related to 
Hibernia in the province is estimated 
at 10,000 person years over the five 
year development phase. 

The province’s resource based sec- 
tors with the exception of mining are 
not expected to fare well in 1991. The 
fishing industry will continue to be 
negatively affected by reductions in 
the Total Allowable Catch. With the 
advent of economic recovery, the 
forestry, mining and manufacturing 
sectors are forecast to expand in 1992. 
The service sector is expected to 
record only marginal growth in 199] 
but recover next year. The provincial 
budget which included a wage freeze 
and layoffs in excess of 2,000 public 
sector employees served to severely 
dampen consumer confidence. High 
personal debt levels and introduction 
of the GST will limit growth in retail 
trade this year. Stronger economic and 
employment growth will support 


healthy advances in this sector in 1992. 


Job losses in the private and public 
sectors will contribute to a 0.5 per 
cent decline in employment this year. 
Spurred by the Hibernia project and 
recovery in other sectors, employment 
is forecast to advance 2.5 per cent in 
1992. Despite the boost to employ- 
ment next year the unemployment rate 
will average 18.7 per cent in both 
1991 and 1992 due to growth in the 
labour force. 

Following a net outflow of 4,262 
persons last year, migration is ex- 
pected to improve in response to 
growth prospects for the economy. Net 
migration is forecast to decline to 
—1,000 this year and zero in 1992. 


Housing Market 


Affordability in both the new and 
resale markets will be significantly im- 
proved over the forecast period as a 
result of favourable mortgage rates. 
Despite the interest rate relief, higher 
unemployment, constrained personal 
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incomes and the GST will lead to a 7.6 
per cent decline in new home produc- 
tion to 3,000 units in 1991. Strong 
employment growth and a substantial 
improvement in the migration pattern 
will boost housing starts 21.7 per cent 
to 3,650 units next year. 

Lower interest rates will stimulate 
the first-time buyer segment of the 
market in 1991. An upturn in housing 
starts late in the second quarter pro- 
vided evidence of strengthening 
demand for new construction. Higher 
inventories of newly completed and 
unoccupied units at the mid to upper 
end of the market in the first half of 
199] will limit speculative building 
for the remainder of 1991. An exten- | 
sion of the FST housing rebate pro- | 
gram until the end of 1991 will help 
builders move long term inventory and 
re-enter the new homes market. Single- 
detached starts are forecast to decline 
8.8 per cent this year to 2,250 units 
before advancing 24.4 per cent to 
2,800 units. Multiple unit construction 
is forecast to decline 3.5 per cent to 
750 units in 1991 and then increase 
13.3 per cent to 850 units in 1992. 
Single-detached units with accessory 
apartments which improve affordability 
in the province are expected to account 


for 53 and 59 per cent, respectively, of 


CMHC: Forecast. 
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multiple unit construction in 1991 and 
1992. 

Lower interest rates and spinoffs 
from the Hibernia project will support 
renewed strength in the existing 
homes market over the forecast 
period. Total MLS sales in St. John’s 
metro are expected to increase 3.1 per 


Island 


by Ralph Freeze 


B® Sales of existing homes up sig- 
nificantly in first 6 months of 1991 


@ Charlottetown vacancy rate at all 
time high of 6.6 per cent in April 
199] 


PROVINCIAL HOUSING OUTLOOKS 


cent to 2,000 units in 1991. The GST 
exemption on existing homes will in- 
crease demand for dwellings less than 
five years old at the expense of the 
new homes market. Favourable inter- 
est rates will stimulate first-time buyer 
demand and bolster activity for homes 
priced under $90,000. Buoyed by 
higher consumer confidence levels, 
Multiple Listing Services sales in the 
metro region will rise 15 per cent to 
2,300 units in 1992. MLS sales in 
Central Newfoundland are forecast at 
100 units in both 1991-92. Weak- 
nesses in the first half will temper 
average price growth to between 6 and 
8 per cent in 1991. Spurred by in- 
creased demand at the higher end of 


the market, average sales price is fore- 
cast to rise by 8 to 10 per cent in 1992, 
to an annual average of $103,500. 

As the St. John’s metro economy 
improves, demand for rental accom- 
modation is expected to strengthen in 
the medium term. Market demand will 
support construction of a limited supp- 
ly of reasonably good quality units. 
Vacancy rates are expected to range 
between 2.3 and 4.1 per cent during 
the balance of 1991 and 1992. Rental 
rates for average quality accommoda- 
tion are expected to increase at or 
slightly below the rate of inflation. 
Growth in rental rates for lower 
quality rental stock will continue to be 
limited by high vacancy rates. @ 


Housing Indicators 


1990 199 1(F) 1992(F) 
Starts B24 3,000 3,650 
MLS* Sales 1,998 2,100 2,400 
Average MLS* Price $88,654 $94,500 $103,500 


SOURCES: CMHC, The Canadian Real Estate Association. 
(F) Forecast by CMHC. 


Association. 


* Multiple Listing Service (MLS) is a registered certification mark owned by The Canadian Real Estate 


Prince Edward 


@ Total starts to decrease by 17 per 
cent in 1991, remain stable for 1992 


Housing Market Review 
— First Half 1991 


The number of residential sales on 
Prince Edward Island increased to 392 


ye 
a ws 
a J / 
J 7 
a 7 


during the first six months of 1991 
from 339 during the same period last 
year. First-time home buyers took ad- 
vantage of reduced mortgage rates, a 
wide selection of homes, and relative- 
ly stable prices. Existing house prices 
on the Island have risen approximately 
3.5 per cent compared to the spring of 


NATIONAL HOUSING OUTLOOK — THIRD QUARTER 1991 7 


1990. This is considerably less than 
the cost-of-living increase for the 
province. The large number of houses 
for sale has contributed to the making 
of a buyer’s market. New home con- 
struction has been affected by this as 
some have decided to buy rather than 
build. Although the number of starts is 
similar to last year, the pattern has 
changed. In early 1990 new construc- 
tion was active, but declined through- 
out the year. The opposite appears to 
be true for 1991. 

Apartment vacancies reached 
record high levels in the spring of 
1991. At 6.6 per cent, vacancies in 
Charlottetown are 1.1 percentage 
points above the previous high set in 
April 1990. The combination of more 
students renting during the winter, and 
now moved out, along with increased 
construction of new apartments, has 
put upward pressure on the vacancy 
rates. 


1991-92 Outlook 


Economy 


Constrained federal and provincial 
government spending, reduced farm 
cash receipts, and a drop in tourist ex- 
penditures will limit economic growth 
to 0.5 per cent in 1991. Non-residen- 
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tial construction will lead the way for 
growth. Construction projects over the 
forecast period include the federal 
plant pathology laboratory, the GST 
complex, school renovations and ex- 
pansions, and commercial building. 
Proposals for the building of the fixed 
link between New Brunswick and the 
Island are to be completed by the fall 
of 1991. Due to the uncertainty of a 
potential start date, the impact of this 
project is not included in the forecast. 
The manufacturing sector is the other 
bright spot for the 1991-92 period. Ad- 
ditional food processing capacity will 
add value to manufacturing output. Im- 
proved consumer confidence in 1992 
will fuel a recovery in the service sec- 
tor. 

The growth in the provincial econo- 
my is expected to increase to 1.5 per 
cent in 1992. 

Reduced retail trade in the first half 
of 1991 has produced lower employ- 
ment levels. This is expected to continue 
throughout the year with employment 
growth returning in 1992. For the third 
year in a row there will be more people 
leaving the Island than moving in to the 
province. The net result in 1991 will be 
a loss of 850 people due to migration. 
The forecast for 1992 is a loss of 300. 


Housing Market 


Housing starts are forecast to decline 
17 per cent in 1991 to 630. Single- 
detached unit starts are expected to 
drop to 445 from 483 in 1990. Lower 
mortgage rates are maintaining single 
family home construction close to last 
year’s level. The high mortgage rates 
over the past few years caused a delay 
in building decisions. Now that rates 
are stable, Islanders are beginning to 
build. Apartment starts are expected to 
fall to 185 from 279. There will be an 
increase in the stock of apartments in 
Charlottetown during 1991 resulting 
in an October vacancy rate of 5.6 per 
cent: 

First-time home buyers will begin 
to take advantage of reduced mortgage 
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Charlottetown Vacancy Rate 
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rates and the gradually improving eco- 
nomic conditions. Sales of existing 
homes will provide the opportunity for 
present owners to move on to more ex- 
pensive homes. 

MLS sales will increase significant- 
ly in 1991 to 850. The number of 
homes listed for sale will decrease as 
the market shifts from a buyer’s to a 
balanced position. Sales activity will 
remain above traditional levels in Sum- 
merside as the homes of remaining 
military personnel are listed and sold. 


CMHC: Forecast. 
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The average MLS selling price for the 
Island will increase by 4 per cent to 
$72,000. 

In spite of weak economic condi- 
tions, starts of single family homes are 
forecast to be relatively strong in 
1991. This leaves little room for hous- 
ing starts to expand in 1992. The fore- 
cast for single-detached units is 450. 
The surge in single-detached units 
during 1991 means Islanders made the 
decision to build earlier in the econo- 
mic cycle than in other areas of the 
country. This means a lower than an- 
ticipated level of starts for 1992. 
Fewer people leaving the province, im- 


PROVINCIAL HOUSING OUTLOOKS 


Nova Scotia 


by André Moore 


@ Nova Scotia’s economic slowdown 
in 1991 has contributed to weakened 
housing demand throughout the 
province. 


Low housing demand will persist 
through the remainder of the year, 
with total housing starts dropping 14 
per cent to 4,800 units in 1991. 


A gradual economic recovery an- 
ticipated in 1992 will result in moder- 
ate improvements in the residential 
construction industry, with housing 
starts forecast to increase six per cent 
to 5,100 units in the coming year. 


Housing Market Review 
— First Half 1991 
Multiple starts increased 51 per cent 


to 1,160 units during the first half of 
1991. This apartment construction ac- 


proving employment levels, and stable 
interest rates will entice first-time 
home buyers. 

The increased stock of apartment 
units from 1990-91 in Charlottetown 
will keep new construction at relative- 


ly low levels. Apartment starts for 
1992 are forecast to decrease by 5 per 
cent to 175 units. As potential home 
owners move out of rental accom- 
modations, there will be upward pres- 
sure on the vacancy rates. 


Housing Indicators 


1990 199 1(F) 1992(F) 
Starts 762 630 625 
MLS* Sales 742 850 900 
Average MLS* Price $69,284 $72,000 $75,000 


(F) Forecast by CMHC. 


Association. 


SOURCES: CMHC, The Canadian Real Estate Association. 


* Multiple Listing Service (MLS) is a registered certification mark owned by The Canadian Real Estate 


tivity buoyed Nova Scotia’s home con- 
struction industry, while, overall total 
housing starts declined 10 per cent to 
2,073 units in the first six months of 
the year, compared to the first half of 
1990. The new apartment construction 
was concentrated in Metro Halifax. 
Rental demand in the Metro area has 
kept pace with this increased apart- 
ment construction, with April’s vacan- 
cy rate remaining unchanged from the 
4.1 per cent rate recorded a year ear- 
lier. Demand for apartments remained 
strong as more people moved to the 
Metro area in search of employment, 
and poor economic conditions 
hindered many renters from buying 
their own homes. 

Apartment construction has helped 
sustain housing starts activity, but is of 
little consolation to many home 
builders across the province experienc- 
ing reduced housing demand. Despite 
easing interest rates, the demand for 


new homes in 1991 has been dam- 
pened by low consumer confidence, 
rising unemployment, reduced dis- 
posable income, and the GST. Con- 
struction of single family homes fell 
40 per cent to 913 units in the first 
half of the year. Similarly, sales of ex- 
isting homes dropped 15 per cent to 
1,600 units, and average sale prices 
decreased one per cent to $82,500 for 
the January to May period. 


1991-92 Outlook 


Economy 


In early 1991, roughly eight years of 
broad-based economic expansion in 
Nova Scotia ended with a recession. 
The recession is expected to impact 
the province for most of 1991, with 
the provincial economy contracting 
0.2 per cent (in real terms), for the 
year. Nova Scotia will lag the 
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Canadian economic recovery, with 
low growth around 2.0 per cent in 
1992) 

| The provincial economy lost steam 
this year as consumer and business 
spending diminished; initially as a 
result of high interest rates in 1990, 
then by the introduction of the GST, 
and finally by a growing recession. It 
is unlikely that Nova Scotians will be 
able to spend their way out of the cur- 
rent recession, as they did in 1983, 
because personal incomes are con- 
strained, and personal debt remains 
relatively high. 

Investments in large scale projects 
continue to be a main source of 
strength in the Nova Scotia economy. 
Some of the large scale projects 
planned for 1991 include: twinning of 
the Trans Canada highway, the devel- 
opment of Cohasset and Panuke oil 
fields, construction of Point Aconi 
power plant, Westray coal mine devel- 
opment, and Maritime Telephone and 
Telegraph’s multi-year modernization 


investment activity, industrial perfor- 
mance in 1991 is expected to be weak 
overall. 

Job creation has been stymied this 
year, even with population growth and 
increased participation in the labour 


| program. Despite an active calendar of 


force. Many employers have passed 
on recessionary losses and uncertain- 
ties to their employees through 
restraint measures ranging from low 
pay increases to job losses. The un- 
employment rate is forecast to rise to 
11.3 per cent in 1991, before dropping 
to 10:7 percent m 19972. 


Housing Market 


The dampening effect of the recession 
on the housing market will continue 
throughout the remainder of the year. 
Soft demand for new homes will con- 
tribute to housing starts falling 14 per 
cent to 4,800 units in 1991; the lowest 
level since 1984. The gradual eco- 
nomic recovery anticipated for 1992 
will result in moderate improvements 
in the residential construction in- 
dustry, with housing starts forecast to 
increase six per cent to'5,100 units in 
the coming year. 

Although lower mortgage interest 
rates are expected to stimulate addi- 
tional housing demand in 1991, this 
will be constrained by waning con- 
sumer confidence, increased unem- 
ployment, and limited income growth. 
Consequently, construction of single 
family homes is forecast to fall 29 per 
cent to 2,600 units this year. As the 
provincial economy rebounds in 1992, 
single starts will increase 35 per cent 
to 3,500 units, largely in response to 
pent-up demand. 

Multiple unit construction is fore- 
cast to increase 15 per cent to 2,200 
units in 1991. More apartments will be 
built, particularly in Metro Halifax, as 
rental demand remains strong this 
year. Conversely, the number of new 
semi-detached and row housing units 
will decline as fewer contractors build 
on speculation, and buyers tend to 
choose competitively priced single 
family homes. In 1992, multiple starts 
will drop 27 per cent to 1,600 units as 
developers respond to slowing rental 
demand, and more renters are able to 
afford the move to homeownership. 

Sales of existing homes through the 
Multiple Listing Service (MLS) will 


also be affected by the recessionary ef- 
fects in 1991. Although lower 
mortgage interest rates and favorable 
home prices will persuade some poten- 
tial buyers to make their purchases; 
overall, residential sales are forecast 
to decline 11 per cent to 5,400 units 
for the year. Stimulated housing 
demand in 1992 in response to 1m- 
proved economic conditions will lead 
to residential sales increasing nine per 
cent to 5,900 units. Average MLS 
prices are forecast to increase three 
per cent to $87,300 in 1991; followed 
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by a five per cent increase to $91,700 
m 1992. 

Although rental demand in Metro 
Halifax is relatively strong, the market 
will remain slightly oversupplied 
throughout 1991 and 1992. The rate of 
apartment construction will slow in 
the remainder of 1991 and 1992, 
allowing sufficient time for the market 
to absorb the current inventory of 
apartments under construction. 
Similarly, demand will continue to 
grow but at a slower rate as more 


renters are able to afford the move to 
homeownership. The apartment vacan- 
cy rate is forecast to seasonally 


decline to 3.9 per cent in October 
1991, followed by an increase to 4.4 
per cent in April 1992. 


Housing Indicators 


1990 199 1(F) 1992 (F) 
Starts 5,560 4,800 5,100 
MLS* Sales 6,072 5,400 5,900 
Average MLS* Price $84,650 $87,300 $91,700 


SOURCES: CMHC, The Canadian Real Estate Association. 
(F) Forecast by CMHC. 


Association. 


* Multiple Listing Service (MLS) is a registered certification mark owned by The Canadian Real Estate 


PROVINCIAL HOUSING OUTLOOKS 


New Brunswick 


by John Kalanzi 


Weakness in key sectors of the 


economy will affect the provincial 
housing industry in 1991. 


Housing starts in New Brunswick 
will decline 6.8 per cent to 2,500 

units in 1991 before recovering to 
the 2,850 level in 1992. 


Sales activity in the resale market 
will rise 3.0 per cent to 3,400 while 
average price will increase 4.0 per 
cent to $80,862. 


Housing Market Review 
— First Half 1991 


The New Brunswick housing market 
continued to move downward during 
the first half of 1991 as a result of 
slower economic growth and reduced 
consumer confidence. Total provincial 
starts dropped to 875 units in the first 
half of 1991,a decline of 2.8 per cent 
from the same period last year. 


Despite gradually declining mortgage 
rates during this period new home con- 
struction in the urban centers declined 
29 per cent to 556 units compared to 
the same period last year. The Fred- 
ericton housing market however 
bucked this trend to increase by 7.5 
per cent to 144 units. 

The performance of the resale 
market during the first five months of 
this year was adversely affected by a 
soft provincial economy. Compared to 
the same period last year, homes sales 
in this market edged down 5.1 per cent 
to 1,322 units. The number of new list- 
ings on the market has steadily in- 
creased during the first five months of 
this year. As a result ,the average year 
to date price of a resale unit sold in 
May inched up 1.7 per cent to $80,537. 

There were more apartments avail- 
able for rent this spring than there 
were a year ago. The average vacancy 
rate in the six large urban centers in- 
creased by 0.2 percentage points to 4.4 
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per cent. This increase was partly the 
result of renters doubling up. 


1991-92 Outlook 


Economy 


Economic growth in the resource 
based economy of New Brunswick is 
forecast to decline from 2.8 per cent in 
1990 to -0.6 per cent in 1991. This 
will occur as a result of restricted 
federal and provincial government 
spending, weak demand for the prov- 
ince’s major base metals, and excess 
capacity in the North American pulp 
industry. The province’s economy is 


expected to fully recover next yearas 
consumer confidence rebounds and | 
the national economy expands. | 
The forestry industry will edge down | 
this year as a result of excess internation- 
al pulp and paper capacity and competi- | 
tion from overseas producers. The 
forestry sector will recover in 1992 after 


undergoing extensive restructuring to 
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reduce output capacity. The mining in- 
dustry is forecast to trend downwards 
this year as a result of softening base 
metal prices. This industry will 
recover in 1992 as the North American 
automobile and construction industries 
rebound. The agriculture industry will 
decline in 1991 as a result of higher 
operating costs and stiff competition 
in the potato sector. Over the outlook 
period cash receipts from this sector 
will trend upwards as a result of an in- 
crease in the local potato processing 
capacity. Manufacturing and construc- 
tion will register modest gains in 
1991. This will occur as a result of the 
$6 billion Canadian Frigate Program 
and on going construction at the $965 
million Belledune power plant. The 
service sector will register little or no 
growth this year. The recent provincial 
budget that imposed a freeze on public 
sector earnings combined with the 
Goods and Service Tax will result ina 
drop in personal disposable income. 
These policy measures, combined with 
increased cross border shopping, will 
hurt retail trade this year. In 1992 this 
sector will improve as consumers ad- 
just to the G.S.T. and the economy 
rebounds. 

Overall employment levels are 
forecast to decline by 1.4 per cent to 


287,000 in 1991. As a result of im- 
provements in the economy employ- 
ment levels will recover to the 
293,000 level in 1992. The unemploy- 
ment rate is forecast to increase in 
1991 to 13.0 per cent before declining 
to 12.0 per cent in 1992. The net out- 
migration experienced in 1990 will be 
reversed in 1991 as a result of declin- 
ing job opportunities in central 
Canada. A positive annual in-migra- 
tion of 550 is forecast for New 
Brunswick this year before tapering 
off in 1992. 


Housing Market 


Despite favorable interest rates and 
marginal net in-migration levels, the 
New Brunswick home construction in- 
dustry will continue to decline in 
1991. Total residential construction is 
forecast to edge down 6.8 per cent to 
2,500 units this year before recovering 
to the 2,850 unit mark in 1992. The 
1991 downturn will occur as a result 
of continuing weakness in key sectors 
of the economy and low consumer con- 
fidence. Single-family units will 
decline from the 2,137 unit level 
registered last year to about 2,100 
units this year. Despite tight vacancy 
rates in some urban centers of the 
province, multiple starts are forecast 
to edge downwards this year by close 
to 30 per cent to 400 units. The 
decline in multiple starts will result 
from low investor confidence. 
Continued improvements in affor- 
dability will entice homebuyers back 
into the housing market by years end. 
An upswing in housing activity 
recorded in the second quarter of this 
year signalled the beginnings of this 
modest recovery. Most units built in 
the new market this year will be pre- 
sold move up homes. Minimal levels 
of speculative construction during the 
second half of 1991 will result in a 
limited inventory of units on the mar- 
ket by years end. The G.S.T, that will 
increase the price of new homes and 
erode personal disposable income will 
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hurt the new market over the forecast 
period. The number of housing units 
produced in New Brunswick in 1991 
will fall short of estimated housing re- 
quirements. Projected provincial hous- 
ing requirements this year are 3,500 
units. These requirements are based on 
estimated population growth and new 
household formation rates. 

The resale market that had been 
trailing last years levels posted an in- 
crease in demand during the second 
quarter as a result of improved 
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affordability. This increase in demand 
is driven primarily by first-time 
buyers who are taking advantage of 
favorable interest rates and softer 
house prices. Exemptions from the 
G.S.T will further stimulate demand in 
this market. Consumers who were shut 
out of the market in the late 1980’s are 
now able to purchase homes at the low 
end of the spectrum. The number of 
MLS sales this year will edge up 3.0 
per cent to 3,400 units. In 1992, MLS 
sales will increase a further 5.4 per 
cent to 3,600 units. The average price 
of an MLS unit will rise 4.0 per cent 
to $80,900 this year before moving up 
an additional 4.4 per cent to $84,400 
in 1992. 

Although the average spring vacan- 
cy rate in the six major centers was 4.4 


PROVINCIAL HOUSING OUTLOOKS 


Québec 


by Anh Trinh 


Highlights 


m@ In spite of a strong rebound of hous- 
ing starts in Quebec in the second 
quarter of 1991, the recovery of 
housing construction is expected to 
be modest in 1992. 


m@ The recovery will be accompanied 
by weak increases in house price 
and high vacancy rates. 


Housing Market Review 
First Half 1991: Recovery 
is Underway 


After having bottomed out early in 
1991, the housing market in Quebec, 


per cent, a few well targeted rental pro- 
jects will be starting this year. Private 
rental and condominium projects that 
were on hold will resume this year as 
interest rates level off and project via- 
bility reach’s its peak. Fredericton, 
which had a spring vacancy rate of 2.9 
per cent is forecast to register an in- 
crease in the construction of multi- 
family rental units while Moncton will 


attract a number of up scale condomin- 
iums this year. The Saint John metro- 
politan area on the other hand is forecast 
to record little or no new private rental 
construction this year. Lagging rental 
rate increases combined with a 4.0 per 
cent vacancy rate will account for this 
poor performance. @ 


Housing Indicators 


1990 199 1(F) 1992(P) 
Starts 2,683 2,500 2,850 
MLS* Sales 536 3,400 3,600 
Average MLS* Price S77, 152 $80,900 $84,400 


SOURCES: CMHC, The Canadian Real Estate Association. 
(F) Forecast by CMHC. 


Association. 


* Multiple Listing Service (MLS) is a registered certification mark owned by The Canadian Real Estate 


as expected, started to recover in the 
second quarter, influenced by a 
decline in interest rates, provincial 
programs promoting residential con- 
struction and sustained positive migra- 
tion. The number of housing starts, 
which reached a low point of 26,000 
(seasonally adjusted) in the first 
quarter, bounced back to 51,000 in the 
second quarter. This rebound is not suf- 
ficient, however, to offset the weak 
performance in the first quarter. As a 
result, the number of actual housing 
starts for the first six months of 1991 
(20,501) remained 24 per cent below 
the number for last year at the same 
time. 


The resale market also showed 
signs of a major upturn. Following a 
nosedive of 28 per cent in the first 
quarter, the volume of MLS sales 
recorded an increase of 15 per cent in 
the second quarter, along with a 2.5 
per cent increase in the average house 
price. A renewed demand for home- 
ownership, combined with the provin- 
cial "Deal Estate Program", boosted 
the construction of houses and con- 
dominium units in the under $130,000 
range. Nearly 80 per cent of the 
houses sold in the first quarter were 
under this price threshold. On the 
other hand, the strong demand for 
homeownership further weakened the 
rental housing market which, in spite 


7) 
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of a large reduction in production, still 
showed a high vacancy rate of 5.7 per 
cent. 


1991-92 Outlook 


Recession more severe 
than forecast 


The 1991 recession in Quebec has 
been worse than projected. Forecasters 
are now talking about a 1.6 per cent 
decline in the GDP in 1991, followed 
by a modest recovery or 2.8 per cent 
next year as exports pick up and con- 
sumer confidence starts to improve. 
The major contraction of the Quebec 
economy in 1991 is due to the 
postponement of the phase II James 
Bay construction work, to the collapse 
of the manufacturing sector and to ex- 
treme prudence by consumers. A loss 
of 65,000 jobs is forecast for 1991, fol- 
lowed by a gain of 35,000 in 1992. 
The increase in the number of jobs in 
1992 will not be sufficient, however, 
to significantly reduce the unemploy- 
ment rate which will remain around 12 
per cent. 

From a demographic perspective, 
net international migration will con- 
tinue to feed the demand for housing 
in Quebec in 1991 and 1992. In spite 
of weak economic growth and the 
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chronic employment problem, the poli- 
tical will to increase the quota of im- 
migrants to Quebec seems firm. 

A net influx of 40,000 immigrants 
is forecast for the next two years. How- 
ever, this increase will be offset by 
new losses of 14,100 and 18,200 
people due to interprovincial migra- 
tion, fuelled by economic and political 
uncertainty. On the whole, Quebec 
will record net migration gains of 
25,900 and 21,800 for 1991 and 1992 
respectively. The potential demand for 
housing in Quebec is estimated at 
46,400 in 1991 and at 45,100 in 1992. 


A Modest Recovery for 
Housing 


In 1991, in spite of the economic 
recession and job losses, many 
Quebec households are benefiting 
from provincial programs to become 
homeowners. Even if single-family 
starts are forecast to drop by 9 per 
cent to 22,700 in 1991, over 80 per 
cent of the new houses sold will be 
below the $130,000 price threshold set 
for the "Deal Estate Program". The 
large stock of unoccupied houses, par- 
ticularly in the "high end" of the mar- 
ket, will continue to impede any rapid 
expansion in this market segment. As 
of the end of June 1991, there were 
still over 2,800 new and vacant houses 
in Quebec, 4 per cent more than last 
year at the same time. Moreover, near- 
ly 60 per cent of these houses had 
been vacant for over six months. In 
1991 total housing starts are forecast 
to decline by 13 per cent to 41,800. 
For 1992, in spite of the economic 
upturn, the revival of the job market 
and the strong potential demand for 
housing, the recovery of the housing 
market and the residential construction 
will be modest. The total number of 
housing starts will only increase by 
5.7 per cent to reach 44,200 units in 
1992. The phase-out of the provincial 
Home Ownership Downpayment As- 
sistance Program and the Deal Estate 
Program, combined with the introduc- 


CMHC: Forecast. 
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tion of the provincial GST on residen- 
tial construction and high vacancy 
rates, will slow down the rate of resi- 


dential construction expansion in 1992. 


With restoring consumer con- 
fidence, a slight increase of 2.6 per 
cent is projected in the number of 
single-family starts for next year, 
along with an average new house price 
increase in the range of 4 per cent. 
The strong homeownership demand in 
1991 and 1992 will mean that first- 
time buyer condominium and semi- 
detached units will be back in the 
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large urban centres. In 1991, 3,900 
condominium unit starts are forecast, 
an increase of 13.1 per cent over 1990, 
followed by another increase of 7.7 
per cent in 1992 (4,200 units). Starts 
will be sustained in the second half of 
1991 by buyers wishing to take ad- 
vantage of the "Deal Estate Program". 
Buoyed by low interest rates and by 
increasing consumer confidence, the 
recovery in the demand for existing 
houses, combined with the withdrawal 
from the market of numerous proper- 
ties, will gradually restore some 
balance to the resale market in 1992. 
The volume of MLS sales, which col- 
lapsed in the first quarter of 1991, will 
rebound in the second half to end the 
year with a total volume of 29,200, a 4 
per cent increase over last year. 
Another 6 per cent increase is forecast 
for 1992, bringing the total MLS 
volume to 31,000. Along with the 


PROVINCIAL HOUSING OUTLOOKS 


Ontario 


by Dallard Runge 


@ Employment increases in the 
second quarter signalled the end of 
the Ontario recession 


@ Resale markets rebound in 1991, 
heralding consumer confidence 


@ Higher levels of new home con- 
struction are already apparent 


@ Modest price increases will ensure 
higher construction and resale ac- 
tivity in °92 


market recovery, average price in- 
creases of 2.4 per cent and S per cent 
are expected in 1991 and 1992 respec- 
tively. 

The trend towards homeownership 
will mean further deterioration of 
demand in the rental unit market. 
Vacancy rates in all the large metro- 
politan regions will exceed the 4 per 


cent level in each of the next two 
years and will discourage the produc- 
tion of new rental units. A decline of 
26.5 per cent in rental unit starts is 
projected in 1991 or 11,450 units fol- 
lowed by an increase of 12.7 per cent 
in 1992. m 


Key Provincial Indicators 


1990 199 1(F) 1992(F) 
GDP 0.3 -1.6 2.8 
Employment (000) 3,095 2,990 3,025 
Unemployment Rate (%) 10.1 |e 11.8 
CPI (% Change) 4.3 7.4 4.5 
Starts 48,100 41,800 44,200 
MLS* Sales 28,000 29,200 31,000 
Average MLS* Price $101,000 $103,300 $108,500 


(F) Forecast by CMHC. 


Association. 


SOURCES: CMHC, The Canadian Real Estate Association and Statistics Canada. 


* Multiple Listing Service (MLS) is a registered certification mark owned by The Canadian Real Estate 


Housing Market Review 
— First Half 1991 


Lower house prices and reduced inter- 
est rates combined to make housing 
more affordable than it has been for 
several years. First-time purchasers, 
previously frozen out of the housing 
market, re-entered the resale market in 
early 1991. Fueled by Toronto pur- 
chasers looking for starter homes, the 
resale market recovery began in 
Oshawa, with January sales almost 
one third higher than a year earlier. 
Toronto resales, especially in the 


starter home range under $250,000, 
rebounded in February and by May 
1991 were more than double their 
1990 levels. By the end of the first 
half of 1991 the recovery in resale 
housing was also evident in Hamilton, 
Kitchener, London, Ottawa and 
Windsor. In most markets sales were 
strongest initially in the lower price 
ranges. Resale house prices showed 
modest increases. 

Housing starts did not respond as 
quickly to lower interest rates as did 
the resale market, despite continued 
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high migration to the province. New 
home construction in Ontario touched 
bottom in the first quarter of 1991 at 
32,000 starts, seasonally adjusted at 
annual rates. The re-entry of the first- 
time buyers into the resale market was 
echoed in sales of new homes to move- 
up buyers by the end of the first 
quarter. By the end of the second 
quarter, seasonally adjusted total starts 
had risen to 47,000. Single starts have 
been on the rebound since the 
February low; but, by the end of the 
second quarter, they were still less 
than half of last year’s. Multiple starts, 
bolstered by assisted housing, showed 
steady performance but remained well 
below last year’s levels. 

By April 1991, the exodus of first- 
time buyers from rental apartments to 
new homes was reflected in CMHC’s 
Rental Market Survey which recorded 
increased vacancies in most Ontario 
rental markets. The Toronto vacancy 
rate reflected the highest level in more 
than a decade. 


1991-92 Outlook 


Economy 


The 1990-91 recession was con- 
centrated in Ontario, where employ- 
ment losses were the largest since the 
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Great Depression. Total employment 
in Ontario, seasonally adjusted, fell by 
260,000 persons or 5.2 per cent from 
its peak. The decline in Ontario 
employment was concentrated in 
manufacturing, construction, and 
wholesale and retail trade. Employ- 
ment levels in the manufacturing sec- 
tor declined by 202,000 persons on a 
seasonally adjusted basis, or 18.8 per 
cent from peak to trough. 

Spending in the mid 80’s left con- 
sumers with heavy debt leading into 
the recession. High interest rates 
reduced consumer borrowing. As con- 
sumer confidence declined, consumers 
stopped purchasing higher priced 
items such as automobiles and homes. 
Ontario new home construction 
showed the steepest and largest 
decline on record. 

A number of leading indicators 
point to an economic recovery under- 
way in Ontario. Passenger vehicle 
sales began to increase in December 
1990. The trend in resale activity has 
been up since December 1990. Single 
family housing starts accelerated in 
March. Monthly employment figures, 
seasonally adjusted, started growing in 
March, thus signailing the end of the 
Ontario recession. By May, employ- 
ment levels in the hard hit construc- 
tion, manufacturing and wholesale and 
retail trade sectors were all up. Provin- 
cial government spending will further 
stimulate the economy and export sec- 
tors will improve in Ontario as 
economic recovery in the United 
States progresses. 

Migration to Ontario is expected to 
affect housing markets significantly. 
Most migrants coming to Ontario will 
be from outside Canada. Net interna- 
tional migration will set new records 
this year, and in 1992, will be even 
higher. This increased migration will 
first lower rental vacancy rates and in 
two to four years will stimulate private 
residential construction. 


Housing Market 1991-92 


Improved affordability and improved 
consumer confidence due to employ- 
ment gains, should induce a stronger 
recovery in housing in the second half 
of this year and continue into next 
year. Sales of existing homes will 
return to near 1989 levels. Toronto and 
Oshawa, hardest hit by the recession, 
will maintain their lead in year over 
year increases in sales. Hamilton and 
Kitchener, will also show strong im- 
provement later this year as the 
recovery in manufacturing continues. 
All markets in Ontario will have 
recovered by year end. The move-up 
buyer should be more prevalent in the 
fall market. 

The long term construction trend 
towards single family homes, inter- 
rupted by the recession, will resume as 
the baby boom move-up buyers renew 
their interest in higher priced homes. 
The chart shows the impact of this 
group over time. Rental apartment con- 
struction increased in the late 60’s, 
shifting to modestly priced con- 
dominium apartments in the early 
70’s. First-time buyer semi-detached 
and row houses construction peaked in 
the mid 70’s. The current shift to 
higher priced single detached homes 
and condominium apartments began 
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after the 1982 recession. This trend 
will continue until about 1996. 

This year, single family home con- 
struction will reach 25,000 dwellings. 
A further 62 per cent increase is pro- 
jected for 1992. Multiple starts, at 
26,200 in 1991, will be within 13 per 
cent of last year’s levels. They will 
continue to gain strength as inven- 
tories of investor-owned condominium 
units are sold this year and condomin- 
ium construction activity revives next 
year. As condominium financing is dif- 
ficult to obtain until a large portion of 
the project is sold, developers will 
shift to building smaller condominium 
projects to reduce the marketing time 
prior to commencing construction. As 
a result, multiple starts will reach 
30,400 in 1992. This will raise total 
starts to 71,000 in 1992. Toronto will 
lead the recovery in residential con- 
struction since nearly all international 
migrants to Ontario settle there. 

Private rental construction will 
decline in 1991 because of higher 


PROVINCIAL HOUSING OUTLOOKS 


Manitoba 


by Richard Goatcher 


@ Provincial economy declines by 1.4 
per cent in 1991, recovers in 1992 


@ Demand for new homes improves 
in 2nd half of 1991 


@ Total starts fall by one half to 1,700 
in 1991, increase to 2,400 in 1992 


™ Recovery in resale markets con- 
tinues into 1992 


Ontario Resales Lead Starts 
(by approx. 4-5 months) 
(000’s monthly) 
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vacancy rates and the shift by builders 
to produce assisted government spon- 
sored housing. Assisted rental produc- 
tion will more than double in 1991 

due to the increase in funding for pro- 


vincial social housing programs. This 
higher level of assisted rental housing 
construction is expected to carry 
through into 1992. m 


@ Winnipeg’s rental markets ex- 
perience lower vacancies 


New Home Construction 
Far Below Previous 
Year’s Pace 


Demand for housing in Manitoba 
remained weak in the first half of 
1991, due to low consumer con- 
fidence, a declining job market, and 
continued loss of people to other 


provinces. Meanwhile, weak sales of 
new houses and high inventories of ex- 
isting units kept competition high 
among builders and price increases 
minimal. As a result, total housing con- 
struction in the province’s urban areas 
dropped by 70 per cent in the first six 
months. Single-family activity fell sub- 
stantially, with a number of the 
province’s house builders leaving 
Manitoba or going out of business. 
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There have been almost no apart- 
ment or row housing unit starts in 
Manitoba so far in 1991, as continued 
high vacancy rates and weak condo- 
minium resales in Winnipeg combined 
to reduce incentives to new construc- 
tion. However, this virtual absence of 
new apartment construction combined 
with modest increases in demand 
helped to reduce apartment vacancy 
rates in Winnipeg to below six per 
cent during early 1991. 

Lower mortgage rates and im- 
proved affordability provided a 
modest boost to resale activity in 
Manitoba, beginning in the second 
quarter of 1991. However, due to the 
weak demand in the first quarter and 
continued buyers’ market conditions, 
residential Multiple Listings Service 
(MLS) sales for the first six months of 
1991 remained well below the pace set 
in the same period a year ago. Average 
MLS resale prices reported by the 
province’s four MLS boards also 
recovered in the second quarter but 
remained down from last year’s values. 


1991-92 Outlook 


Economic Picture Bleak 
for Remainder of 1991 


The economic situation in Manitoba 
has deteriorated due to the 1990-91 
Canada-wide recession. Weak com- 
modity prices, low consumer con- 
fidence, and declines in both the 
province’s goods-producing and ser- 
vice industries will cause real Gross 
Domestic Product (GDP) to shrink by 
1.4 per cent in 1991, down from a 3.0 
per cent growth rate in 1990. Popula- 
tion growth in Manitoba will remain 
modest in 1991, as people continue to 
leave in search of better job prospects 
in other provinces. Declining exports, 
reduced investment and weak con- 
sumer spending will cause employ- 
ment to fall by 5,000 jobs in 1991, 
representing a 1.0 per cent drop. 

Performance of the retail and hous- 
ing sectors in the early months of 


1991 demonstrate the general pes- 
simism of Manitoba consumers. How- 
ever, according to the May 1991 
Prairie Research Associates monthly 
poll of consumer attitudes, Manito- 
bans showed a growing optimism in 
the provincial economy and their per- 
sonal finances in the second quarter. 
While the mood is still negative over- 
all, lower interest rates and the likeli- 
hood of a good crop are helping to 
support the fragile view that the worst 
of the 1990-91 recession is over. 

In 1992, stronger consumer con- 
fidence, and a recovery in the North 
American economy will improve 
economic growth to the 2.0 per cent 
level. While the bumper grain harvest 
experienced in 1990 is not expected to 
be repeated in 1991-92, payouts under 
the NISA (Net Income Stabilization 
Account) and GRIP (Gross Revenue 
Insurance Program) programs will 
help to counter the effects of low com- 
modity prices on overall consumer 
confidence in rural areas. The prov- 
ince’s goods-producing industries, 
such as manufacturing, mining and 
forestry, will experience stronger 
employment growth in 1992, due to 
growing consumer demand and the 
general nation-wide recovery. How- 
ever, improvements in provincial 
residential construction activity will 
be hampered by a building industry 
that has been severely weakened by 
the recession. 


Some Improvement in 
New Home Market 
Anticipated by 1992 


The severity of the recession’s impact 
on housing construction in the first 
half of 1991 will limit the amount of 
recovery seen by year-end. Manitoba’s 
housing starts will drop by one half in 
1991 to 1,700 units, representing the 
lowest level of activity on record. An 
improved economy and increased con- 
sumer optimism will allow total 
residential construction to reach 2,400 
units in 1992. Generally high vacancy 
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rates across the province will keep 
row housing and apartment construc- 
tion at very low levels this year, with 
only modest improvements forecast 
for 1992. Single-family starts will ex- 
perience a 50 per cent decrease in 
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higher priced land and materials work 
through the system. The Statistics 
Canada New House Price Index is 
forecast to end 1991 up by 1.5 per 
cent from last year’s levels, with con- 
tinued modest price increases an- 
ticipated for 1992. 

After months of sustained weak- 
ness, Winnipeg’s residential resale 
market began to recover in the second 
quarter and should experience moder- 
ate sales increases by year-end. Im- 
proved affordability associated with 
lower mortgage rates will allow sales 
in Manitoba’s four MLS boards to in- 
crease modestly in 1991 to 9,650 
units. Generally buyers’ market condi- 
tions will prevail across the province, 


however, and resale house prices will 
remain largely unchanged, recovering 
to 1990 levels by year-end. Stronger 
economic growth and consumer op- 
timism will further raise 1992 MLS 
sales in Manitoba to 10,900 units, with 
average MLS prices increasing 
modestly to near $81,300. 

Lower supplies of new apartments 
and slight increases in demand as- 
sociated with the recovery will result 
in steady declines in Winnipeg’s rental 
apartment vacancy rates. The rate in 
Winnipeg will fall to 5.2 per cent by 
October 1991, and 3.9 per cent by 
October 1992. Rent levels will con- 
tinue to rise, however, below the 
general rate of inflation. @ 


1991, recovering to near 2,000 units 
next year. 
In Winnipeg, extremely weak hous- 

ing activity in the first half of 1991 

will be followed by a modest improve- 

ment in the third and fourth quarters. 
_ Single-family starts will drop to a near 
record low of 950 units this year, 
before recovering to 1,400 units in 
1992. Higher construction activity will 
increase new house prices in Winnipeg 
during the remainder of 1991, as 


Key Provincial Indicators 


1990 199 1(F) 1992(F) 

Real Gross Domestic Product 

(% Change) 3.0 -1.4 2.0 
Employment (% Change) 165 -1.0 1.0 
Unemployment Rate (%) 1D ek hes) 
Housing Starts 

Total 85297 1,700 2,400 

Singles 2,847 1,500 2,000 

Multiples 450 200 400 
MLS* Sales 9,356 9,650 10,900 
Average MLS* Price $79,961 $79,700 $81,300 


(F) Forecast by CMHC. 


Association. 
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by Tim Gross and Paul Caton 


@ Weak provincial economy and low 
consumer confidence continue to 
suppress demand for housing in 
Saskatchewan. 


@ Saskatchewan housing starts are 
forecast to be the lowest on record 
at 800 units in 1991 and then im- 
prove to 1,250 units in 1992. 


@ Buyers situations in resale markets 
are forecast over the next eighteen 
months for all cities in Sas- 
katchewan. 


@ Rental market vacancy rates to 
decline modestly in 1991 and 1992. 


Housing Starts Down 40 
Per Cent 


Housing starts in Saskatchewan con- 
tinue to fall. In the first half of 1991, 
housing starts were 40 per cent below 
1990 levels which had been the lowest 
on record. There were almost no starts 
of apartments or row houses in the 
first half of the year. The primary 
reason for the lack of new construc- 
tion is poor economic conditions. 
Weak housing markets exist through- 
out the province. In fact, new housing 
construction has virtually stopped in 
all cities and towns outside Regina 
and Saskatoon. 

Throughout Saskatchewan, the 
resale market favours buyers. Declines 
in interest rates have not resulted in 
significant improvement in resale 


PROVINCIAL HOUSING OUTLOOKS 


Saskatchewan 


markets because consumers are wor- 
ried about economic prospects in the 
province. 

In the rental market, Regina and 
Saskatoon experienced fewer apart- 
ment vacancies because of slight popu- 
lation growth and no new rental 
apartment construction. Although 
major construction projects in the 
Lloydminster and Estevan have tem- 
porarily reduced vacancies, rental 
markets have not improved in most 
other cities. 


1991-92 Outlook 


Little Improvement in 
Economy Expected 


Saskatchewan’s economy 1s forecast 
to decline by one per cent in 1991 and 
then improve by 0.5 per cent in 1992. 
The forecast decline in 1991 is based 
on the assumption of lower agricul- 
tural output. However, slight employ- 
ment growth 1s forecast in 1991 and 
no employment gains are anticipated 
in 1992. More jobs in 1991 are result- 
ing from major industrial construction 
projects near Regina, Lloydminster, 
Estevan and Meadow Lake. In 1992, 
these projects will be winding down 
and employment in agriculture, mini- 
ng and services is expected to ex- 
perience little change. 

In spite of government safety net 
programs such as the Gross Revenue 
Insurance Plan (GRIP) and the Net In- 
come Stabilization Account (NISA), 


farm incomes will decline in 1991 and 
1992 resulting in sluggish farm invest- 
ment and consumer spending. This 
means that there will be little employ- 
ment opportunity and thus weak 
demand for housing in Saskatchewan’s 
service centers. 

Consumer confidence in the prov- 
ince has been eroded by economic 
situations in both the province and the 
country. In Regina, consumer confi- 
dence has been further eroded by the 
provincial government’s announce- 
ment of job cuts and decentralization 
of more than 1200 jobs to smaller 
cities and towns. 

In 1991, 5,500 more people will 
leave the province than will come to 
it. This is however, an improvement 
from 1990 when the net outflow of 
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CMHC: Forecast. 


( 


people was almost 14,000. Not as 
many people will leave Saskatchewan 
in 1991 because of limited job oppor- 
tunities in other provinces. In 1992, 
improved job prospects in Alberta and 
Ontario are expected to result in 6,500 
more people leaving the province than 
entering it. 


Fewest Starts On Record 


There is no indication that Saskatch- 
ewan housing markets will improve 
over the next six months because of 
weak consumer confidence and lack of 
employment growth. In fact, housing 
starts are forecast to be the lowest ever 
recorded in Saskatchewan. In 1991, 
total housing starts will be 800 units 
compared to 1,417 in 1990. Starts will 
improve to 1,250 units in 1992 asa 
result of stronger consumer confi- 
dence gained from a better national 
economy, improved certainty in the 
provincial economy following the elec- 
tion and continued low mortgage rates. 

Of the few housing starts that will 
occur in 1991 and 1992, most will be 
larger single-family houses along with 
a small number of luxury and semi- 
luxury condominiums. An increasing 
number of households in the 35 to 54 
and the over 55 age groups mean that 
the majority of the demand for new 
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housing will come from move-up 
buyers, empty-nesters and seniors. 

The new first-time-home-buyer 
market has virtually disappeared from 
all centres in the province as this age 
group (19 to 35) has declined signifi- 
cantly in size as a result of both aging 
and outmigration from the province. 
Moreover, the relatively good rental 
rates and affordable resale house 
prices mean that first-time home 
buyers are either remaining in rental 
accommodation or buying existing 
housing units. 

Despite the low level of construc- 
tion activity, Statistics Canada’s New 
House Price Index has shown slight an- 
nual increases of less than two per 
cent recently. Although the index is ex- 
pected to decline by one per cent in 
Saskatoon in 1991 as a result of the 
slow new home market, it will rise by 
2.5 per cent in Regina as builders are 
forced to pass higher material and land 
costs on to new home buyers. 

Although the resale housing market 
has been weak over the last couple of 
years, it remains in much better shape 
than the new housing market. 

The average resale house price in 
Saskatchewan will decline slightly in 
1991 and increase modestly in 1992. 
All cities in Saskatchewan will ex- 
perience buyer’s markets over the next 
year and a half as listings remain high 
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compared to sales. Nevertheless, 
modest improvement in sales activity 
is anticipated in the second half of 
1991 and 1992 as a result of relatively 
affordable house prices and lower 
mortgage rates which will attract some 
time first-time home buyers to the 
market. 

Since the timing of the jobs to be 
moved from Regina is not yet known, 
it is difficult to estimate the impact of 
the provincial government’s 
decentralization plan on the new and 
resale housing markets. Nevertheless, 


Key Provincial Indicators 
1990 199 1(F) 1992(F) 

Real Gross Domestic Product 

(% Change) 7.6 -1.0 0.5 
Employment (% Change) 0.6 0.9 0.0 
Unemployment Rate (%) 7.0 Vat 8.1 
Housing Starts 

Total 1,417 800 $250) 

Singles 1,087 650 950 

Multiples 330 150 300 
MLS* Sales 6,405 6,350 6,685 
Average MLS* Price $68,963 $68,370 $69,880 
SOURCES: CMHC, The Canadian Real Estate Association and Statistics Canada. 
(F) Forecast by CMHC. 
* Multiple Listing Service (MLS) is a registered certification mark owned by The Canadian Real Estate 
Association. 
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the announcement of the program has 
further weakened demand for new 
housing and has resulted in little im- 
provement for resale housing even 
through interest rates have declined 
substantially. 

Rental markets in Regina and Sas- 
katoon will improve modestly in 1991 


and 1992 as a result of slight popula- 
tion growth and almost no new rental 
construction. In Regina for example, 
workers moving to the city for employ- 
ment at industrial and office construc- 
tion projects will aid in bringing down 
the vacancy rate. Although the vacan- 
cy rate is 8.0 per cent in Saskatoon, 


there is a scarcity of rental units that 
appeal to seniors and empty nesters. 


PROVINCIAL HOUSING OUTLOOKS 


Alberta 


by Laurie Scott and David Peever 


@ Alberta avoids the recession in 
1991, but new construction loses 
momentum. 


@ Starts of new homes expected to 
fall 27% this year, but will rebound 
in 92 

@ An active real estate market to be 


supported by steady employment 
growth and low mortgage rates 


@ Consumers turn to smaller houses, 
avoid big mortgages 


Soft Market For New 
Houses in First Half of 
1991 


Alberta’s housing market turned in a 
mixed performance during the first 
half of 1991. New construction was ex- 
tremely limited, particularly during 

the first quarter. Not only was the num- 
ber of single family houses started 
down more than 60 per cent from the 
first quarter of 1990, but construction 
of other types of units plummeted as 
well. The rental market was also 


weak. CMHC’s April vacancy survey 
found significantly higher vacancy 
rates in virtually every Alberta city. 
The province-wide vacancy rate rose 
to 4.8 per cent, from 2.7 per cent in 
October of last year. The increase 1s 
due mainly to a strong movement into 
starter homes from the rental market. 
On the other hand, the real estate in- 
dustry has had a good year so far. The 
number of sales registered through the 
Multiple Listing Service (MLS) has 
remained near, and in some cases 
above, the banner levels of 1990. 
Prices of homes sold in Alberta 
have resisted downward pressure even 
though the number homes for sale has 
been at almost record levels. The rela- 
tively strong performance of the real 
estate market stems from the con- 
tinued migration of people to Alberta, 
falling mortgage rates, and incentives 
offered through a provincial govern- 
ment program which expired at the 
end of February. However, the erosion 
of consumer confidence in the first six 
months of the year has weakened 
demand for both existing and new 
homes, although the effects have cer- 


tainly been most dramatic in new con- 
struction. 


1991-92 Outlook 


Economy Buoyant in ’92 


After several months of very slow 
growth, the Alberta economy will 
strengthen in the latter part of 1991 
and through 1992. Provincial gross 
domestic product, after accounting for 
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CMHC: Forecast. 


| 


inflation, will rise 1.0 per cent in 1991 
and 2.8 per cent in 1992. Major 
projects, both planned and underway, 
in forestry, petrochemicals and energy 
will contribute to this growth. The 
climate of lower interest rates will 
strengthen consumer confidence and 
foster economic growth in other areas, 
such as residential construction. 
Alberta will continue to gain from 
migration. In 1990 21,770 more 
people settled in the province than 
moved away. Net migration should 
total 20,500 in 1991, falling to 17,500 
in 1992. In 1992, improved economic 
conditions elsewhere in Canada will 
make fewer people want to leave their 
home provinces; migrants from other 
countries will increase slightly in num- 
ber, but will not fill the gap. Despite 
slower migration, however, employ- 
ment growth will not keep pace. The 
Alberta economy will create 12,000 
new jobs in 1991, and 21,000 in 1992. 
With the steady flow of new arrivals, 
and the natural increase of the existing 
population, the unemployment rate 
will rise from 7 per cent last year to 
8.1 per cent in 1991, and then decline 
only slightly to 7.9 per cent in 1992. 


New Construction to 
Recover 


After a slow first half, construction of 
single family homes is poised to 
recover in the rest of 1991. Lower in- 
terest rates, stable prices, and con- 
tinued migration to Alberta will 
strengthen the market for new houses. 
But in spite of the recovery activity 
will still fall short of the 1990 level 
new construction will be 27 per cent 
lower for the year. The reduced pace 
of new construction is largely a conse- 
quence of the poor consumer confi- 
dence early in the year the last six 
months will see an average of 1,200 
singles started in the province each 
month. The continuation of these posi- 
tive influences, particularly the rela- 
tively attractive mortgage rates, will 
mean 12,700 new single-family homes 


will be started in 1992, a 22 per cent 
increase. 

One effect of the economic 
downturn and weaker consumer con- 
fidence has been a shift in demand 
toward more modestly priced homes. 
Over the past two years, buyers have 
favoured larger, more expensive 
"move-up” homes. In the coming 
months, an increasing number of 
home purchasers will move away from 
the higher end of the market, prefer- 
ring to carry smaller mortgage debt 
loads. The result will be pressure on 
developers and builders to market 
smaller, lower-priced lots and houses. 

This shift in preferences will mean 
that the steep price increases of the 
past few years will not occur in 1991 
or 1992. The slower market and 
reduced demand for new housing will 
result in increases of less than 4 per 
cent in the New House Price Index in 
both Edmonton and Calgary in 1991. 
In 1992 price levels will be higher as 
the market strengthens; the price index 
will increase by approximately 5 per 
cent in both of the major centres. 

The recovery in multiple-family 
dwelling construction will be less dra- 
matic. Higher vacancy rates have so 
far discouraged the construction of 
new rental accommodation; the out- 
look for relatively slow vacancy rate 
declines and consequently modest rent 
increases will lead to comparatively lit- 
tle rental construction, especially in 
Calgary. Although the new condomin- 
ium market will remain weak in Cal- 
gary, Edmonton’s condominium 
market has room for growth and will 
see some expansion over the next 18 
months. 


Rental Market to Tighten 


The rental market has seen the peak in 
vacancy rates. Over the next eighteen 
months a better balance will be struck 
between landlords and tenants com- 
pared to the current situation, which 
tends to favour renters. The slow rent 
growth and limited new construction 
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of recent years should work together 
to tighten the market in the future. 
This tendency will be even stronger in 
Edmonton, where many of the people 
working on the industrial projects cur- 
rently under way will need rental ac- 
commodation. Edmonton’s vacancy 
rate is expected to approach 2 per cent 
by the end of 1992, while Calgary’s 
will dip below 3 per cent. 
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Real Estate Sales Up, 
Prices Steady 


Alberta’s real estate market promises 
to be strong in 1991, with a 10 per 
cent increase in the number of sales 
compared to 1990. The momentum 
gained in the first half of the year will 
carry on into 1992, fuelled by more 
new arrivals from out-of-province and 
stable mortgage rates. At the same 
time, the large number of listings will 
keep price increases under control. In 
Edmonton, the average price of a MLS 
sale will rise 7 per cent, to $108,000; 
Calgary will see a smaller price in- 
crease, to just over $130,000. 

Sales will decline somewhat in 
1992, due to these higher prices; how- 
ever, with continued strong demand 
for existing homes, the number of 


British 


by Helmut Pastrick 


@ Housing market turnaround in the 
first half record sales level set and 
housing starts take off 


@ Economic recovery at hand and 
gains momentum in 1992 


@ Housing market recovery next year, 
strengthened by economy 


sales will remain high at over 34,000. 
Continued price growth will result; Ed- 
monton will see an 8 per cent increase 


in price while in relatively more ex- 
pensive Calgary the increase will be 
5.5 per cent. @ 


Key Provincial Indicators 


1990 199 1(F) 1992(F) 

Real Gross Domestic Product 

(% Change) S20 a0) 2.8 
Employment (% Change) 1.4 1.0 Neth 
Unemployment Rate (%) 70 8.1 Te 
Housing Starts 

Total 227 12,500 15,600 

Singles 13,809 10,400 12,700 

Multiples 3,418 2,100 2,900 
MLS* Sales 33,085 36,400 34,210 
Average MLS* Price $108,675 $112,860 $119,240 


Columbia 


(F) Forecast by CMHC. 


Association. 


SOURCES: CMHC, The Canadian Real Estate Association and Statistics Canada. 


* Multiple Listing Service (MLS) is a registered certification mark owned by The Canadian Real Estate 


PROVINCIAL HOUSING OUTLOOKS 


Pivotal First Half Has 
Record Sales 


The housing market turned up sudden- 
ly and sharply in the first half of 1991. 
Housing sales in the second quarter 
were at a record level, exceeding the 
old record set in late 1989. This was 
unusual for a housing market which 
was in a recession only six months ear- 
lier. Sales records are usually set much 
later in the upswing of the housing 
cycle. A combination of factors con- 
tributed to this extraordinary event. 


Lower mortgage rates and house 
prices improved affordability consider- 
ably. Also, there was a lot of potential 
demand which was not met in the 
1989-90 boom when mortgage rates 
were very high. First-time buyers 
came back into the market in force 
which caused rental vacancies to 
double. Vancouver led the province in 
this sales rebound. By the end of the 
half, the sales recovery had spread to 
other areas of the province, while in 
Vancouver, sales volume started to 
come off from its heady pace. 
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In the new housing market, more 
sales meant lower unsold inventory 
and stepped up construction activity. 
Unsold inventory of new houses and 
condominiums dropped quickly and 
steeply in the first half. Housing con- 
struction was at its lowest level in 
recent times during the first quarter, 
but construction surged ahead in the 


second quarter. 


1991-92 Outlook 


Recession Ends, 
Recovery Begins 


B.C.’s economy will turn in its 
weakest performance in several years 
during 1991, but a recovery is ex- 
pected in 1992. A mild and fairly brief 
recession began in late 1990 and likely 
ended by mid-1991. Nonetheless un- 
employment went up by a quarter and 
production dropped. The turnaround 
will begin in the lumber sector as the 
U.S. housing market recovers and with 
a pick-up in local housing construc- 
tion. Growth is expected to spread into 
other sectors as the recovery gains 
momentum. 

Employment will be increasing in 
the next eighteen months, gradually at 
first, but with more force in 1992. Con- 
struction employment has already 
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begun to rise. Forestry manufacturing 
employment will show good gains in 
1992. A stronger U.S. economy will 
result in higher employment in B.C.’s 
export-oriented sectors. The pos- 
sibility of a disruption to production 
and work exists since several major 
labour-management contracts expire 
in 1991. This would dampen consumer 
confidence and be a drag on the 
economic recovery. 

Migration to the province is ex- 
pected to remain at a high level. Net 
migration is forecast to be below the 
record set in 1990, but at 54,800 per- 
sons in 1992, it will be well above the 
previous five-year average. Inter- 
provincial migration is expected to 
slow down in 1991 due to the national 
recession, and in 1992 the economic 
recovery in other provinces will keep 
more people there. International migra- 
tion will continue to rise, partially of- 
fsetting the decline in interprovincial 
migration. Forecasted total net migra- 
tion will add about 15,000 to 20,000 
new households to the B.C. housing 
market. 


Improving Economy to 
Assist Housing Recovery 


The housing market recovery has been 
fueled by the large decline in 
mortgage rates. This is expected to 
change. The housing market will be 
more driven by employment and con- 
fidence factors in 1992. More jobs 
will mean more housing demand and 
higher consumer confidence. Higher 
confidence also leads to higher hous- 
ing demand. 

Housing starts will continue to in- 
crease. The initial phase of the recov- 
ery is shaping up to be quite vigorous. 
There will likely be a pause sometime 
during the next six quarters to allow 
for absorption of these new units. 
Overall housing starts are forecast to 
increase to 31,500 units in 1992 from 
an expected 28,200 units in 1991. 

New housing prices will be going 
up. Demand for building lots will like- 
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certification mark owned by The Canadian Real 
Estate Association. 


ly outstrip supply in the near term 
causing land prices to rise. This will in- | 
crease the final cost of anewhometo | 
the purchaser. Lot supply is an issue in 
the Vancouver and Victoria metropol- 
itan areas. Adequate supplies exist 
elsewhere. New house price increases 
in Vancouver and Victoria are ex- 


pected to approach ten percent in 1992. | 


CMHC: Forecast. 


NATIONAL HOUSING OUTLOOK — THIRD QUARTER 1991 25 


The revival in condominium con- 
struction is expected to continue. Con- 
dominium starts are forecast to jump 
by over forty percent in 1992. The 
Vancouver market will have the 
largest gains and will lead the provin- 
cial recovery. Kelowna’s condomin- 
ium market is also expected to be 
quite robust. 

Builders of new houses and con- 
dominiums will be concentrating on a 
lower to mid-price product. Higher 
land prices partially dictate higher den- 
sities and a moderate price product, 
but also, builders want to tap an unmet 
demand in this segment. Custom-built, 
trade-up, more expensive housing 


units are likely to be more prevalent in 
19923 

The resale market will post its 
second best sales year in 1991. MLS 
sales are forecast to be close to 80,000 


units this year, due to a strong first 
half but slightly fewer sales are fore- 
cast in 1992. The sales trend will be 
up in 1992 but from a lower level at 
the end of 1991. m 


Key Provincial Indicators 


1990 199 1(F) 1992(F) 
GDP (% Change) 1.8 -0.1 Qe, 
Unemployment Rate (%) 8.3 10.1 10.3 
Starts 36,720 28,200 31,500 
MLS* Sales 58,027 79,700 74,900 
Average MLS* Price $157,616 $167,500 $183,100 


SOURCES: CMHC, The Canadian Real Estate Association and Statistics Canada. 


(F) Forecast by CMHC. 


* Multiple Listing Service (MLS) is a registered certification mark owned by The Canadian Real Estate 


Association. 
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Housing Starts — Total 


1986 1987 1988 1989 1990 1991(F) 1992(F) 
| 

NFLD 2883 2682 3168 3536 3245 3000 3650 
PEI 1110 933 1151 815 762 630 625 
NS 7571 6460 5478 5359 5560 4800 5100 
NB 4045 3716 3621 3681 2683 2500 2850 
QUE 60348 74179 58062 49058 48070 41800 44200 
ONT 81470 105213 99924 93337 62649 51200 71000 
MAN 7699 8174 5455 4084 3297 1700 2400 
SASK 5510 4895 3856 1906 1417 800 1250 
ALTA 8462 10790 11360 14712 17227 12500 15600 
BC 20687 28944 30487 38894 36720 28200 31500 
CAN 199785 245986 222562 215382 181630 *147000 = * 178000 
SOURCE: CMHC. 


(F) Forecast. 
* Total does not add due to rounding. 
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Housing Starts — Singles 


1986 1987 1988 1989 1990 1991) 1992(F) 
| NFLD 2627 2530 2839 2932 2468 2250 2800 
‘ral! 783 699 704 456 483 445 450 
NS 4551 4120 3867 3361 3639 2600 3500 
NB 3234 Pcp} 2953 2909 2d 2100 2400 
QUE 23692 31430 27724 24493 24942 22700 23300 
ONT 56448 64929 57099 2511 32425 25000 40600 
MAN 4791 4631 3601 2966 2847 1500 2000 
SASK 3770 2995 2246 1383 1087 650 950 
ALTA 7146 9495 9671 12345 13809 10400 12700 
BC 12966 16353 17761 21612 18478 16500 18525 
CAN 120008 140139 128465 125968 102315 * 84000 * 107000 
SOURCE: CMHC. 


(F) Forecast. 
* — Total does not add due to rounding. 
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Housing Starts — Multiples 


1986 1987 1988 1989 1990 1991(F) 1992(F) 
NFLD 256 152 329 604 777 750 850 
PEI o21 234 447 359 yah) 185 175 
NS 3020 2340 1611 1998 1921 2200 1600 
NB 811 TRS) 668 ie 546 400 450 
QUE 36656 42749 30338 24565 22128 19100 20900 
ONT 25022 40284 42825 39826 30224 26200 30400 
MAN 2908 3543 1854 1118 450 200 400 
SASK 1740 1900 1610 p25 330 150 300 
ALTA 1316 1295 1689 2367 3418 2100 2900 
BC TPA 12591 12726 17282 18242 11700 12975 
CAN ree | 105847 94097 89414 (EBS) * 63000 * 71000 


SOURCE: CMHC. 
(F) Forecast. 
* Total does not add due to rounding. 
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Detail of Multiple Starts 


Private Assisted Total Other 
Rental Rental Rental Condo Semi/ 
Row/Apt Row/Apt Row/Apt Row/Apt Row/Free TOTAL 
NFLD 
1990 49 302 Spill py 374 UH 
199] 145 180 325 DS 400 750 
1992 100 150 250 100 500 850 
PEI 
1990 253 10 263 0 16 279 
199] 105 60 165 0 20 185 
1992 63 80 143 0) 32 eS 
NS 
1990 781 402 1183 428 310 1921 
199] 1450 280 1730 210 260 2200 
1992 800 340 1140 160 300 1600 
NB 
1990 DS) 135 410 30 106 546 
1991 190 100 290 80 30 400 
1992 230 110 340 50 60 450 
QUE 
1990 15576 651 16227 3448 3453 23128 
199] 11450 550 12000 3900 3200 19100 
1992 12900 700 13600 4200 3100 20900 
ONT 
1990 6971 6897 13868 11465 4891 30224 
1991 2650 14250 16900 5100 4200 26200 
1992 3900 12300 16200 9000 5200 30400 
MAN 
1990 B25 76 401 0) 49 450 
199] 20 120 140 30 30 200 
1992 80 200 280 100 20 400 
SASK 
1990 67 0 67 225 38 330 
199] 30 50 80 50 20 150 
1992 Ds 50 1 200 25 300 
ALTA 
1990 718 250 968 1500 950 3418 
1991 400 200 600 1100 400 2100 
1992 700 200 900 1200 800 2900 
BC 
1990 2650 1303 3953 13067 1222 18242 
199] 2240 1210 3450 7425 825 11700 
1992 1630 1180 2810 9225 940 12975 
CAN 
1990 27665 10026 37691 30215 11409 79315 
1991 18680 17000 35680 17920 9385 * 63000 
1992 20428 15310 35738 24235 10987 * 71000 


SOURCE: CMHC 
1990 Actual, 1991-92 Forecast. 
* Total does not add due to rounding. 
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New House Price Index 
(annual per cent change) 


1986 1987 1988 1989 1990 1991(F) 1992(F) 
ST. JOHN’S peed! 4.9 SES) 5.4 3.6 6.0 Oz) 
HALIFAX 20) 3.3 3.8 1.8 0.3 4.5 SF) 
SAINT JOHN 3.6 4.8 2.8 3.5 1.4 3.0 aa) 
QUEBEC CITY 6.8 8.9 8.8 6.9 Sie) 5.0 4.0 
MONTREAL 7.4 15.0 o> 3.4 pag | 3.0 4.0 
OTTAWA 2.8 Sy/, 6.7 3.6 a ies) 6.0 
TORONTO 16.6 26.2 16.6 22.4 -3.8 -15.5 el 
HAMILTON 10.2 16.8 a es 8.4 A) Ales) 4.0 
ST. CATHARINES 125 125 6.5 8.4 7.0 -1.4 Jel 
KITCHENER 14.4 14.4 9.0 10.3 2.0 -2.6 4.2 
LONDON [Bed 16.1 Oe. Oy], ony, 20 5.0 
WINDSOR 10.2 6.7 5:3 8.9 4.4 -0.4 3.0 
WINNIPEG 6.4 Deo 12 -0.4 he LS 25 
REGINA 3.4 3.6 1.6 1.6 1.8 2 jes 
SASKATOON 4.6 4.2 io 0.7 OF -1.0 1.0 
CALGARY 8.3 4.0 8.7 ee 12.4 1.2 4.9 
EDMONTON Fis 4.2 ays 8.3 9 3.6 Bye 
VANCOUVER 0.5 4.5 ey 15.6 a -4.7 8.8 
VICTORIA -5.1 -2.3 ifs: 10.0 7.0 0.5 8.5 


SOURCE: Statistics Canada. 
(F) Forecast by CMHC. 
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MLS* Activity — Total Sales 
(number and annual per cent change) 


1986 1987 1988 1989 1990 1991(F) 1992(F) 

NFLD 1846 1906 2217 2040 1998 2100 2400 
% 4.4 35) 16.3 -8.0 -2.1 ey) | 14.3 
PEI 467 507 505 626 742 850 900 
% -12.9 8.6 -0.4 24.0 18.5 14.6 a9 
NS 6098 5903 5734 5640 6072 5400 5900 
% Ikea) -3.2 -2.9 -1.6 ee) zi lh a3 
NB 2688 2948 3518 3490 3316 3400 3600 
% ie eal [9'3 -0.8 -5.0 3.0 5.4 
QUE 29203 29909 30503 30618 28067 29200 31000 
% prs 2.4 2:0 0.4 -8.3 4.0 G2 
ONT 143988 134370 160578 142882 102792 140000 148800 
% O72 -6.7 EBS -11.0 - -28.1 a6.2 6.3 
MAN 11944 12367 [1129 10375 - 9356 9650 10900 
% ah See) -10.0 -6.8 -9.8 Spl 13.0 
SASK 8211 7875 7301 6850 6405 6350 6685 
% 4.6 -4.] -7.3 -6.2 -6.5 -0.9 Bes) 
ALTA 23705 27632 30368 36249 33085 36400 34210 
% -15.8 16.6 yee) 19.4 -8.7 10.0 -6.0 
BC 46145 56376 67460 83562 58027 79700 74900 
% 6.0 Dine 197 Za) -30.6 373 -6.0 
CAN 274295 219993 eile Bike} 222392 249860 313100 319300 
% 5.8 20 14.1 0.9 -22.5 Pe 2.0 


SOURCE: The Canadian Real Estate Association. 


* Multiple Listing Service (MLS) is a registered certification mark owned by The Canadian Real Estate Association. 
(F) Forecast by CMHC. 
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MLS* Activity — Average Price 


(number and annual per cent change) 


1986 1987 1988 1989 1990 1991(F) 1992(F) 

NFLD 69232 73416 76828 83285 88654 94500 103500 
% 5.6 6.0 4.6 8.4 6.4 6.6 9.5 
PEI 54419 58850 65464 74168 69284 72000 75000 
% 2.8 8.1 122 BS -6.6 ay) 4.2 
NS 74917 78885 T9591 83874 84650 87300 91700 
% 20 Bie) 0.9 5.4 0.9 Ef 5.0 
NB 63964 67632 72101 75848 TTAS2 80900 84400 
% 29 Dey, 6.6 a2 phe) 4.0 4.4 
QUE 74506 86003 95367 100517 101000 103300 108500 
% 10.8 15.4 10.9 5.4 05 2.4 50 
ONT 108212 135656 161270 184677 175859 186500 194100 
% 255 25.4 Ieee) 14.5 -4.8 6.1 4.1 
MAN 70135 77031 80427 82401 79961 79700 81300 
% 13:5 9.8 4.4 2 -3.0 -0.3 2.0 
SASK 63792 65811 68355 70417 68963 68400 69900 
% 3.8 3) Soe) 3.0 -2.1 -0.9 Dap 
ALTA 78573 83905 89554 98514 108675 112900 119200 
% 3.6 6.8 6.7 10.0 10.3 3.8 ad 
BC 92852 101916 121040 151504 157616 167500 183100 
%o 5.6 9.8 18.8 29,2 4.0 6.3 8. 


SOURCE: The Canadian Real Estate Association. 
* Multiple Listing Service (MLS) is a registered certification mark owned by The Canadian Real Estate Association. 
(F) Forecast by CMHC. 
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Vacancy Rates in Apartment Structures of Three Units & Over 
privately Initiated, in Metropolitan Area 


(per cent) 
1990 1991 1992 
APR OCT APR OCT() APR(F) OCT(F) 
CALGARY ye 2.0 4.1 3.0 3.6 2.9 
CHICOUTIMI- 3.2 il 4.8 5.0 4.9 4.0 
JONQUIERE 
EDMONTON 2.6 1.8 3.5 25 3.0 2.0 
HALIFAX* 4.1 3.6 4.1 3.9 4.4 4.2 
HAMILTON 0.9 1.3 15 2.0 ji 135 
KITCHENER 1.3 1.3 4.7 5.0 52 4.5 
LONDON 1 28 4.1 3.9 3.6 O55 
MONTREAL 4.5 5.4 56 5.6 5.4 4.5 
OSHAWA 1.6 1.8 3.7 5.0 4.0 2.8 
OTTAWA 1.9 0.5 1.1 0.5 1.0 0.6 
HULL 3.6 4.2 5.1 5.6 53 47 
QUEBEC CITY 4.1 oul 4.3 4.3 4.5 3.5 
REGINA 7.6 5.0 55 4.0 5.0 4.5 
ST.CATHARINES- 1.9 2.1 2.9 3.5 3.0 DS 
NIAGARA 
SAINT JOHN 3.9 4.1 4.0 3.6 4.0 3.8 
ST. JOHN’S 4.6 i8 4.8 3.0 4.1 28 
SASKATOON 10.1 7.4 8.0 6.0 6.0 5.0 
SHERBROOKE 7.3 9.7 9.2 Sul 1.7 6.9 
SUDBURY 0.6 0.7 fl 12 i S 1.9 
THUNDER BAY 2.0 1.0 1.4 1.5 1.6 ia 
TORONTO 0.7 1.0 1.6 pep) 2.3 1.8 
TROIS-RIVIERES 6.1 7.6 7.4 7.6 7.4 oA 
VANCOUVER* 0.9 0.9 23 1.8 215 1.5 
VICTORIA* OW 0.3 1.4 1.8 2.0 1.5 
WINDSOR 20 25 3.9 37 3.0 | 
WINNIPEG 5.7 6.4 5.9 52 4.5 3.9 


SOURCE: CMHC. 
(F) Forecast. 
* For six units & over 
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Housing Completions — Total 


1986 1987 1988 1989 1990 1991(F) 1992(F) | 
Yt 
NFLD | 2400 2836 3220 3783 3127, 2782 3226 
Pel 1176 943 995. 927 683 694 610 
NS fhagl 6488 5793 4904 5477 4817 5362 
NB 4504 3944 3798 3383 2959 2688 3078 
QUE 56984 68949 65224 50855 52630 41400 44300 
ONT 69567 88609 88727 99817 80562 58435 61510 
MAN 7341 7627 5621 6461 4028 2390 2190 
SASK 5072 5640 4352 2743 1575 1167 IDB) 
ALTA Dts 9334 11201 12763 17467 12581 15238 
BC 20818 23606 27603 51735 37655 29815 30320 
CAN | 184605 217976 21165352 QATSTA 206163 156769 166949 


SOURCE: CMHC. 
(F) FORECAST. 


NATIONAL HOUSING OUTLOOK — THIRD QUARTER 1991 35 


Housing Completions — Singles 


SOURCE: CMHC. 
(F) FORECAST. 


it 1986 1987 1988 1989 1990 1991(F) 1992(F) 
5 

NFLD 22AT P| 2961 S21 2434 2109 2514 
PE] 788 728 678 30 391 441 450 
NS 4475 4190 B50) 3274 3473 2773 3443 
NB 3255 S222 3111 ONES Pyyaye 2128 2560 
QUE 22322 29664 28980 24456 27199 22100 22660 
ONT 49268 61400 58072 54732 43130 25652 35414 
MAN 4204 4935 3916 3263 3109 1960 1810 
SASK 3624 3603 Paya) 1523 1112 832 875 
ALTA 8022 8168 9586 10956 14699 10376 12780 
BC 727 14816 15785 18736 20111 15955 ane 
CAN 110902 133247 120201 123469 117990 84326 100651 
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Housing Completions — Multiples 


1986 1987 1988 1989 1990 1991(F) 1992(F) 
a 

NFLD 183 315 299 566 693 673 T12 
PEI 388 PA 315 388 292 253 160 
NS 3096 2298 2196 1630 2004 2044 1919 
NB 1249 q22 687 610 627 560 518 
QUE 34662 39285 36244 26399 25431 19300 21640 
ONT 20299 23209 30655 45085 37432 32783 26096 
MAN 3137 2692 1705 3198 919 430 380 
SASK 1448 2037 1827 1220 463 339 240 
ALTA 1150 1166 1615 1807 2768 2205 2458 
BC 8091 8790 11818 12999 17544 13860 12175 
CAN 73703 84729 87321 93902 88173 72443 66298 


SOURCE: CMHC. 
(F) Forecast. 
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Employment 


(annual per cent change) 


1986 1987 1988 1989 1990 199 1(F) 1992(F) 
NFLD 2.8 Dee 2) 4.0 0.2 -0.5 DRS 
PEI eS 21 a5 1.4 1.6 -3.3 1.1 
NS 2.4 2.6 4.7 ie9 1.6 -0.3 3 
NB 2.8 325) 32 1.6 Dee -1.4 pi 
QUE ol Sha) 2.8 1.0 0.8 P| 12 
ONT 3.4 3.6 Sal 1.8 -0.2 -3.0 2.4 
MAN Ze IZ 0.3 0.8 185 -1.0 1.0 
SASK 1.2 0.4 -0.4 -1.1 0.6 0.9 0.0 
ALTA leg 0.4 3.5 23 1.4 1.0 7 
BC 4.2 2.8 4.0 pil 2.4 0:9 6 
CAN 2.8 2.8 a 2.0 0.7 -1.6 ita 


SOURCE: Statistics Canada. 


(F) Forecast by CMHC. 
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————————— 


Unemployment Rate 


SOURCE: Statistics Canada. 


(F) Forecast by CMHC. 


(per cent) 
1986 1987 1988 1989 1990 1991(F) 1992(F) 
= 
NFLD 19.2 17.9 16.4 15.8 17.0 18.7 18.7 
PEI 13.4 13.4 138) 14.0 14.9 16.6 156 
NS 13 is 10.2 9.9 LOS We3 10.7 
NB 14.3 oa 12.0 125 12a 13.0 12.0 
QUE 11.0 10.3 9.4 98 10.1 12:2 11.8 
ONT 6.9 6.1 5.0 al 6.3 9.7 9.3 
MAN The 7.4 rR:) Ths Te. Tel dad 
SASK TT 7.4 The) Te 7.0 7.4 8.1 
ALTA 9.8 9.6 8.0 DZ Taw 8.1 ee) 
BC 125 119 10.4 OF 8.3 10.1 10.3 
CAN 9.5 8.8 7.8 Ths) 8.1 10.4 10.1 
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Total Net Migration. 


1986 1987 1988 1989 1990 1991(F) 1992(F) 
NFLD -5634 -5470 -1991 -724 -4262 -1000 0 
PEI -353 564 25 305 -1385 -850 -300 
NS -276 -1010 -630 610 835 1000 1100 
NB -3777 -2315 -959 2203 -289 350 -100 
QUE 9993 13277, 12578 22278 25807 25900 21800 
ONT 69420 101335 82292 79554 85730 93400 109000 
MAN -774 -2428 -6254 -4775 -3979 -3000 -1800 
SASK -7190 -9467 -14704 -15370 -13815 -5500 -6500 
ALTA -16489 -17698 5907 10566 21770 20500 17500 
BC 7621 32063 48188 59537 64446 57000 54800 
CAN* 52541 108851 125152 154184 174858 188000 195500 


SOURCE: Statistics Canada. 


(F) Forecast by CMHC. 


* Excludes Yukon and Northwest Territories. 
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Housing Recovery 
Carries On 


Housing markets continued to 
recover during the third quarter of 


ing various degrees of improve- 
ment. The overall pace of rising 


pared with the preceding three 


months. 


In the third quarter, housing 
starts rose 19 per cent toa 
seasonally adjusted annual rate of 
181,000 units, up from 152,000 
units during the second quarter. 
One exception to the upward trend 
is Quebec where starts were down 
from the second quarter. Sales of 
existing homes reached an annual 
rate of about 285,000 units, up 17 
per cent from the third quarter 
1990. On a seasonally adjusted 
basis, however, resale activity is 
estimated to have dropped from an 


1991, with all provinces now show- 


activity, however, has slowed com- 


Mortgage Rates 
Percent 
Chartered Banks 


SOURCES: Bank of Canada Revie w; CMHC forecast. 


exceptionally strong second 
quarter. 


NE 


... favourable 
interest rates 
in 1992 
Should stimulate 
housing demand. 


ee 


The most significant factors that 
kept the recovery on track during 
the third quarter include the low 
levels of interest rates, stronger 
rural starts and the rise in starts 
from government sponsored hous- 
ing projects, mainly in Ontario. 


While the recovery was also sus- 
tained by the general improvement 
in economic conditions, progress 
on this front has been only modest. 
Employment rose at an annual rate 
of 0.2 per cent in the third quarter, 
much less than the 1.2 per cent 
jump of the second quarter. 


Economic Outlook 


The economy should continue to 
recover at a moderate pace in 
1992. Gross Domestic Product is 
expected to increase by around 3 
per cent next year, after a drop of 
0.8 per cent in 1991. The factors 
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limiting the speed of the recovery 
are the same as in our previous 
forecast. They include caution by 
debt ridden consumers, a generally 
restrained fiscal stance by govern- 
ments, slow growth abroad and 
competitive pressures resulting 
from a strong currency along with 
their impact on corporate profits 
and investment. The unemploy- 
ment rate, averaging 10.3 per cent 
this year, is expected to drop only 
slightly next year. 


This slow expansion has a 
favourable impact on inflation and 
interest rates. Inflation has been 
brought down more rapidly than 
markets might have expected. As 
well, the fragile pace of the expan- 
sion has led monetary authorities 
in the U.S. and in Canada to lower 
short term rates in order to prevent 
the economies from slipping back 
into recession. Further drops in 


Housing Starts 


| CANADA 
U7 7350 
vs 
200 
| 150 | 
100 
50 
0 
1986 1987 1988 1989 1990 1991 1992 
WM sincLe DETACHED MULTIPLES 


SOURCE: CMHC. 


“Units Thousands (Annually) 


interest rates are also supported by 
the rising value of the Canadian 
dollar. 


Five year mortgage rates are ex- 
pected to edge down further, drop- 
ping to 10 per cent in 1992. One 
year mortgage rates should be 
slightly under 9 per cent for most 
of the year. This favourable inter- 
est rate outlook should stimulate 
demand and support the housing 


sector. 


Housing Outlook 


The recovery in housing markets 
is expected to continue during the 
fourth quarter. Housing starts 
should reach 152,000 units this 
year, down from 181,630 in 1990. 
The current forecast is slightly up 
from the last one of 147,000 units. 
Additional stimulus will be 
provided by the recent drop in in- 
terest rates, the continuation of 
government sponsored programs, 
and a firming up of the general 
economic recovery. 


For 1992, housing starts are 
forecast to reach 183,000 units. 
This compares to our previous 
forecast of 178,000. Lower inter- 
est rates and a gradual economic 
expansion will support housing. 


First-time buyers dominated the 
market in 1991 because of in- 
creased affordability due to lower 
rates, better prices and more inter- 
est by builders for the starter home 
segment of the market. However, 
move-up buyers are expected to 
play a more active role as the 


economic recovery appears more 
secure and consumer confidence 
improves further in 1992. 


ee 
Housing starts 
forecast to 
increase in 
1992 to 
183,000 


units. 


ee 

The change in buyers mix will 
be reflected in the growing rela- 
tive importance of single-detached 
dwellings in total starts. Construc- 
tion of 108,700 single-detached 
dwellings is expected for next 
year, a 28 per cent increase from 
this year’s 84,600 units. Multiples 
will be up only 10 per cent, rising 
from 67,900 to 74,400 units. This 
trend should be clear in most 
regions of the country. 


The resale market will also 
reflect this change in buyers mix. 
During the early stages of the 
recovery, the resale market was 
most active offering a good selec- 
tion of lower priced homes. 
Residential unit sales through the 
Multiple Listing Service (MLS)* 
are-expected torise by 23 per cent 
to 307,000 units this year. The 
sales level is expected to rise by 2 
per cent, to 313,000 units in 1992 
with more higher priced homes 


trading, which is another indica- 
tion of the increasing presence of 
move-up buyers. 


The subdued pace of the 
recovery and the firm progress 
made on the inflation front are 
limiting house price increases. 
This year, despite the early jump 
of the resale market, average price 
changes are expected to range 
from a drop of 1.1 per cent in On- 
tario to an increase of 6.3 per cent 
increase in British Columbia. 
Average resale house prices 
should increase somewhat more in 
1992, ranging from a low of 1.4 
per cent in Prince Edward Island 
to a high of 8.6 per cent in British 
Columbia.@ 


* Multiple Listing Service (MLS) is a registered 
certification mark owned by the Canadian Real 
Estate Association. 


Housing Starts and 
Residential MLS Sales 
Seasonally adjusted at annual 
rates 

Units Thousands (Qtrly) 
Canada 
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SOURCES: CMHC; The Canadian Real Estate Associai’ 


Newfoundland 


- Weakness in resource based in- 

_ dustries and lower employment 

have eroded confidence levels in 
Newfoundland this year. While the 

~ Ievel of housing starts was 


depressed in urban centres, it was 
strengthened in rural areas through 
owner builder activity. This will 
sustain total starts at 2,900 units in 
1991, a 10.6 per cent drop from 
1990. Favourable interest rates 
supported an upswing in resale ac- 
tivity during the third quarter, 
which should help bring total MLS 
sales for the year to 2,000 units, 
quite close to 1990 levels. 


In 1992, the Hibernia project 
and a stronger service sector will 
boost economic growth. MLS 
sales are forecast to rise 10 per 
cent to 2,200 units. The demand 
for new homes will also rise, lift- 
ing housing starts by 21 per cent 
to 3,500 units and moving the new 
home market to a more balanced 
position in the second half of the 
year. The province’s proposal to 
harmonize the provincial retail 
sales tax with the GST, which 
could result in additional taxes for 
new housing, would present a sig- 
nificant downside risk to the 1992 
starts forecast. 


Prince Edward Island 


The surge in housing starts ex- 
perienced in the second quarter of 
1991 ended sharply in July. 
Seasonal summer jobs, a source of 


supplementary income for many 
households, were down by 3,000 
this year, or about 5 per cent of 
total employment. In spite of 
favourable interest rates, the finan- 
cial uncertainty facing households 
and investors has resulted in the 
lowest level of starts since 1982. 


The forecast of starts for 1991 
has been revised to 500 units, with 
a mix of 335 single family units 
and 165 multiple units. For 1992, 
total starts are expected to im- 
prove to 600. Although this is low 
compared to the late 1980s, starts 
in 1992 will respond to the 
strongest economic growth in 
three years. Sales of existing 
residential units are forecast to 
rise by 8 per cent in 1991, mainly 
because of a strong first half. How- 
ever, the summer decline in ac- 
tivity and the high number of 
listings will keep most markets in 
a buyer’s position with minimal 
price increases at least until late 
(oo 


Nova Scotia 


Apartment construction in Nova 
Scotia has been the driving force 
in the residential construction in- 
dustry this year. The recession has 
in a sense benefitted landlords, by 
encouraging migration to urban 
centres and discouraging renters 
from buying homes. Uncertainties 
over employment and income 
growth have reduced housing 
demand throughout the province, 
and resulted in sharp declines in 


PROVINCIAL HOUSING OUTLOOKS 


| new home construction. However, 


by mid-summer a recovery in the 
resale market was evident, as low 
prices and large inventories at- 
tracted more buyers. 


New home 
activity 
forecast to 
increase in 
most Atlantic 
provinces 


next year. 


ee 


Overall, the housing industry 
will fare poorly in 1991, with 
modest improvements expected in 
1992 as the economy recovers 
gradually. Total housing starts will 
decline 8 per cent, to 5,100 units 
this year. The rise in multiple unit 
starts will not be large enough to 
offset the drop in single-detached 
house starts. In 1992, MLS sales 
will decline slightly to 6,000 units 
as fewer listings and higher prices 
will shift demand back toward the 
new home market. Single- 
detached housing starts will rise 
by 15 per cent, as home buyer con- 
fidence returns. However, a 
decline in apartment construction 
is expected to reduce total starts to 


_ around 4,900 units. 
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New Brunswick 


The New Brunswick economy 1s 
in the early stages of a recovery 
from the 1990/1991 downturn. 
Employment, which declined 
during the first half of the year, ap- 
pears to have bottomed out and is 
now inching upwards. Most of the 
new jobs that are being created, 
however, are in the lower paying 
service sector. Following a mar- 
ginal drop in overall activity in 
1991, the provincial economy is 
expected to recover with a rate of 
growth exceeding 3 per cent next 


year. 


Québec 
housing markets 
forecast to 


strengthen 
in 1992 


ELL 

The housing industry has 
gradually improved since the mid- 
dle of 1991 as a result of 
strengthening economic conditions 
and growing consumer con- 
fidence. The upswing in housing 
activity will lift the new construc- 
tion market to 2,750 starts this 
year, slightly above the 1990 
level. With steady improvements 
in economic conditions forecast 


for 1992, a level of 3,000 starts is 
expected next year. 


The resale market has been 
stimulated by increased affor- 
dability. Sales in this market are 
forecast to inch up to the 3,400 
mark in 1991 and increase to 
3,600 units in 1992. The major 
risk to the housing forecast is on 
the downside and could occur as a 
result of larger than expected 


provincial government layoffs. 


Québec 


Residential construction activity 
will bottom out in 1991 in Québec 
with 41,800 housing starts. The ex- 
tension of the "Deal Estate Pro- 
gram" until the end of November 
1991 will continue to support the 
single-family product. As a result 
of this program, increases were 
posted in the starter house seg- 
ment of the market (single- 
detached houses selling at up to 
$100,000., semi-detached and row 
houses). The large number of 
people buying late in 1991, how- 
ever, may well mean that the 
single-family product will be slow 
next year. Activity in the rental 
and condominium markets, both 
still coping with a surplus supply 
situation, will decrease once again 
in 1991 and will likely continue to 
decrease in 1992. 


In 1992, declining interest rates 
and a positive net job creation 
should boost housing starts to 
44,200 units (up 5.7 per cent). 
Construction activity will, how- 
ever, be moderated by elements of 
uncertainty such as the constitu- 
tional debate and the development 
of the Great Whale hydro-electric 


project. The anticipatory demand 
for new houses satisfied in 199] 
and the large stock of vacant units 


will also dampen activity in 1992. 


The resale market in 1991 will 
show the first signs of shaking off 
a five-year lethargy with 28,500 
MLS sales representing a slight in- — 
crease compared to last year. The 
average price of transactions will 
increase by 2.5 per cent. Next yeag 
the number of transactions will 
surge to 31,000 due to lower inter- 
est rates, the Provincial Downpay- 
ment Assistance Program and to 
less competition from new starter 
houses. The end of the "Deal Es- 
tate Program" will eliminate one 
of the advantages of the new 
house market. The average price 
will increase by 5.0 per cent. 


Ontario 


Ontario’s housing market con- 
tinues to shake off the influences 
of a deep economic recession. 
When Ontario employment levels 
touched bottom in the first quarter 
of 1991, first-time buyers re- 
entered the housing market in 
search of lower priced homes. 
Residential resale volumes 
skyrocketed in response, but 
average resale prices grew only 
modestly. High consumer debt 
levels and uncertainty associated 
with a slower than expected pace 
of employment growth have dam- 
pened the resale market since then. 
By the third quarter of 1991, hous- 
ing starts had surged ahead to 
70,000 units, seasonally adjusted 
at annual rates (SAAR), from their 
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low of 32,000 SAAR in the first 
quarter. Total starts for the year 
should be 55,100 units down from 
62,649 units in 1990. Move-up pur- 
chases of new homes were still 
echoing the spring increase in 
resales. 


In 1992, the number of resale 
homes and the average resale price 
are expected to increase by 6.3 per 
cent and 3.4 per cent respectively, 
as employment growth builds up 
to a 2.7 per cent annual rate and 
economic uncertainty subsides. 
Ontario consumers will react to 
the lower downpayment and carry- 
ing costs associated with the drop 
in house prices and mortgage 
rates. Average resale price will 
grow only moderately next year, 
close to the general rate of infla- 
tion. 


Bolstered by lower interest 
rates and a recovery of the resale 
market, total residential starts are 
forecast to increase by almost a 
third to 73,000 units in 1992. A 
long-term construction trend 
towards more expensive forms of 
housing was interrupted by the 
recession. The trend will resume 
as baby boom move-up buyers 
show renewed interest in single- 
detached homes and con- 
dominiums. Single-detached 
dwelling starts are expected to rise 
by more than half to 41,600 units, 
when builders make up for the 
decline in single family home in- 
ventories this year. Multiple starts 
are expected to grow by 11.7 per 
cent in 1992 to 31,400 units. At 
the beginning of the year, multiple 


starts will be boosted by the con- 
struction of government sponsored 
rental housing, especially by units 
assisted under Ontario’s "Homes 


Now" program. 


— e 
Surge in single 
detached units 

in Ontario 
expected 


next year. 
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Manitoba 


The relative diversity of the 
Manitoba economy has historical- 
ly sheltered the province from the 
full recessions experienced in 
neighbouring provinces. In 1991, 
however, weak commodity prices, 
low consumer and business con- 
fidence, and reduced export earn- 
ings have combined to destabilize 
the province’s economy, resulting 
in the loss of 10,000 jobs. In 1992, 
continued economic growth across 
North America will improve ex- 
port prospects and investment 
spending in Manitoba, resulting in 
a two per cent growth in economic 


output. 


Housing starts, after bottoming 
out at 1,900 units in 1991, will 
recover gradually to 2,500 units in 
1992. Single-family starts will 
total 1,500 units in 1991, the 


lowest level since the 1982 reces- 


sion. Improved consumer con- 
fidence will increase single starts 
by one third to 2,000 units in 
1992. Modest levels of con- 
dominium activity in Winnipeg 
have boosted the outlook for multi- 
ple units to 400 in 1991. However, 
oversupplied rental markets in 
downtown Winnipeg will limit 
multiple construction to 500 units 
in 1992. Residential resale 
markets in Manitoba began to 
recover in the second quarter of 
this year; unit sales are expected 
to increase by 4.7 per cent this 
year, and by 11.2 per cent in 1992. 
Average prices at the end of 1991 
should be close to those observed 
at the end of 1990 but should rise 
by about 2.5 per cent in 1992. 


Saskatchewan 


Although there were near record 
crops in Saskatchewan, grain sub- 
sidy wars have caused prices to 
drop to the levels of the 1930s. 
Farm income will increase in 
1991, but will be substantially less 
than the 10 year average. 
Economic prospects are brighter in 
Regina and Saskatoon, because of 
several announcements of com- 
pany moves, including Promavia, 
Crown Life Insurance and the 
Farm Credit Corporation. Outside 
those two cities, however, 
economic conditions will not im- 
prove for the remainder of 1991 
and 1992. Therefore, net out- 
migration from the province will 
be 8,000 to 9,000 people annually 
in 1991 and 1992. 
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In the second half of 1991, 

_ lower mortgage rates have im- 
proved the resale housing market 
after a weak first half. By the end 
_ of 1991, average house prices will 
| recover to 1990 levels. The up- 
ward trend will continue in 1992. 
By the end of the third quarter, 
Saskatchewan housing starts 
totalled 781 units. This level of ac- 
| tivity will continue in the fourth 

| quarter producing 900 units by the 
end of 1991. In 1992, housing 
starts will improve modestly to 
1,150 units. Almost all of this im- 


provement will be in Regina and 


_ Saskatoon. Similarly, growth in 
the number of households in 

_ Regina and Saskatoon will reduce 
rental market vacancy rates over 
the next 6 to 12 months. 


Alberta 


| Alberta’s housing markets have 
turned in a mixed performance so 

_ far in 1991. While the province’s 
resale market has improved consid- 
erably from the 1990 trough, the 
large inventory of homes available 
| for purchase has dampened price 
growth and shifted demand away 

_ from the relatively more expensive 
| new home market. The number of 
homes sold through the Multiple 
Listing Service in Alberta will in- 
crease by nine per cent in 1991, to 
36,000 units. In 1992, a gradual 
decline in listings and higher 


prices will shift demand back 
toward the new home market. As a 
| result, MLS sales will decline 
slightly, to 34,000 units. The 
_ average MLS residential price will 


increase by a modest two per cent 


in 1991, to $110,800. As the 
market tightens in 1992, prices 
will increase by six per cent, to an 
average of $117,500. 


The new home market was ex- 
pected to recover in the second 
half of 1991. Instead, provincial 
consumer confidence continues to 
be low because of a weak energy 
sector, public and private sector 
layoffs, and news of central 
Canada’s slow recovery from the 
recession. These factors over- 
whelmed the positive influence of 
lower interest rates. As a conse- 
quence, the recovery in new con- 
struction has been postponed. 
Housing starts will total 11,600 
units in 19915 a 33 percent decline 
from 1990. Flat prices and an ex- 
cess of listings in the resale 
market will dampen the demand 
for new homes until the second 
quarter of 1992. The slower-than- 
expected recovery will limit new 
housing starts to 14,750 units in 
1992, a 27 per cent increase over 
this year’s low volumes. 


British Columbia 


During the last three months, the 
British Columbia housing market 
continued its recovery from the 
recession. Housing starts rose 
vigorously in the third quarter 
while sales subsided from record 
levels. Resale housing prices were 
up only moderately due to a large 
supply of listings on the market. 
New house prices were down from 
last year as the result of a shift by 
many builders away from higher- 
priced houses. However, lot prices 


were up due to rising demand, 
especially in those centres with a 
limited short-term lot supply, such 
as Vancouver and Victoria. Newly 
completed and unsold inventory 
has declined. 


British Columbia’s economy is 
expected to turn in a better perfor- 
mance in 1992 than this year, but 
it will be below potential with 
employment growth around two 
percent. Exports are expected to 
improve only modestly and invest- 
ment spending will likely be 
down. The unemployment rate 
should stay stubbornly high due to 
slow employment growth and con- 
siderable in-migration. Population 
growth is forecast to remain high, 
but with lower inter-provincial in- 
migration. Another factor is the 
change in provincial government 
and its unknown impact on hous- 
ing demand and supply. 


The housing market recovery is 
forecast to advance in 1992. The 
recovery path will likely be slight- 
ly below average strength due to 
modest economic growth. MLS 
sales in 1991 will be at a record 
high due to the very strong 
rebound earlier in the year. Next 
year a strong first half, due to 
more than seasonality, seems to be 
in the offing. Sales in 1992 are 
forecast to be slightly lower, since 
1991 was so unusually strong. 
Housing starts are forecast to post 
a gain of about twenty percent 
next year, with singles starts lead- 
ing multiples. The emphasis on af- 
fordable, well-priced units by 
builders will continue.m 
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Housing Starts 


Total 
(units) 


1986 1987 1988 1989 1990 1991") 1992) | 
eee ee 
NFLD 2883 2682 3168 3536 3245 2900 3500 | 
PEI 1110 933 1151 815 762 500 600 
NS 7571 6460 5478 5359 5560 5100 4900 
NB 4045 3716 3621 3681 2683 2750 3000 | 
QUE 60348 74179 58062 49058 48070 41800 44200 
ONT 81470 105213 99924 93337 62649 55100 73000 
MAN 7699 8174 5455 4084 3297 1900 2500 
SASK 5510 4895 3856 1906 1417 900 1150 
ALTA 8462 10790 11360 14712 17227 11600 14750 
BC 20687 28944 30487 38894 36720 29900 35525 
CAN 199785 245986 222562 215382 181630 *152000*183000 


SOURCE: CMHC. 
(F) Forecast. 
* Total does not add due to rounding. 
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Housing Starts 


Singles 
(units) 
1986 1987 1988 1989 1990 1991") 1992) 

NFLD 2627 2530 2839 2932 2468 2175 2600 
PEI 783 699 704 456 483 335 450 
NS 4551 4120 3867 3361 3639 2600 3000 
NB 3234 2957 2953 2909 ee 2200 2500 
QUE 23692 31430 27724 24493 24942 20800 23300 
ONT 56448 64929 57099 53511 32425 27000 41600 
MAN 4791 4631 3601 2966 2847 1500 2000 
SASK 3770 2995 22.46 1383 1087 675 850 
ALTA 7146 9495 9671 12345 13809 9650 11850 
BC 12966 16353 17761 21612 18478 17650 20550 
CAN 120008 140139 128465 125968 102315 *84600 *108700 

Multiples 

(units) 

1986 1987 1988 1989 1990 1991) 1992") 

NFLD 256 152 329 604 T7179 Fs 900 
PEI 27 234 447 359 279 165 150 
NS 3020 2340 1611 1998 1921 2500 1900 
NB 811 759 668 TD 546 550 500 
QUE 36656 42749 30338 24565 23128 21000 20900 
ONT 25022 40284 42825 39826 30224 28100 31400 
MAN 2908 3543 1854 1118 450 400 500 
SASK 1740 1900 1610 523 330 225 300 
ILA 1316 1295 1689 2367 3418 1950 2900 
BC sh | 12591 12726 17282 18242 12250 14975 
CAN 19777 105847 94097 89414 79315 *67900 *74400 


SOURCE: CMHC. 
(F) Forecast. 


* Total does not add due to rounding. 
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Total Sales 


(units and annual per cent change) 


1986 1987 1988 1989 1990 1991) 1992") 
NFLD 1846 1906 tT 2040 1998 2000 2200 
% 4.4 3.3 16.3 S10 Oa 0.1 10.0 
PEI 467 507 505 626 742 800 850 
% e129 8.6 -0.4 24.0 18.5 78 6.3 
NS 6098 5903 5734 5640 6072 6200 6000 
% 15.9 =) 2.9 -1.6 V7 2.1 £9) 
NB 2688 2948 3518 3490 3316 3400 3600 
% 5 9.7 19.3 -0.8 -5.0 Ds 5.9 
QUE 29203 29909 30503 30618 28067 28500 31000 
%o fs 2.4 2.0 0.4 83 1.5 6 
ONT 143988 134370 160578 142882 102792 129000 137100 
% 9.2 oT 19.5 a0 234 25.5 6.3 
MAN 11944 12367 11129 10375 9356 9800 10900 
%o 57 3.5 -10.0 -6.8 -9.8 4.7 Mee 
SASK 8211 7875 7301 6850 6405 6400 6800 
% 4.6 -4.] “73 -6.2 -6.5 -0.1 6.3 
ALTA 23705 27632 30368 36249 33085 36000 34000 
%o 15:8 16.6 9.9 19.4 cea Be -5.6 
BC 46145 56376 67460 83562 58027 84500 80200 
| % 6.0 22.2 19.7 23.9 -30.6 45.6 oo 
CAN 274295 279793 319313 322332 249860 **307000 **3 13000 
% 58 2.0 14.1 0.9 2S 22.9 2.0 
Average Price 
(dollars and annual per cent change) 
1986 1987 1988 1989 1990 1991) 1992'" 
NFLD 69232 73416 76828 83285 88654 92500 99000 
% 5.6 6.0 4.6 8.4 6.4 4.3 7.0 
PEI 54419 58850 65464 74168 69284 72000 73000 
% 2.8 8.1 ie 13.3 -6.6 3.9 1.4 
NS 74917 78885 79591 83874 84650 87300 91700 
% 7.9 ae 0.9 5.4 0.9 3.1 5.0 
NB 63964 67632 72101 75848 77752 82000 86000 
% 12.2 57 6.6 5 2.5 5.5 4.9 
QUE 74506 86003 95367 100517 100811 103300 108500 
% 10.8 15.4 10.9 5.4 0.3 2.5 5.0 
ONT 108212 135656 161270 184677 175859 174000 179900 
%o 25.5 25.4 18.9 14.5 -4.8 4 3.4 
MAN 70135 77031 80427 82401 79961 80000 82000 
% 13.5 9.8 4.4 2.5 3.0 0.0 2.5 
SASK 63792 65811 68355 70417 68963 69000 70500 
%o 3.8 3.2 3.9 3.0 al 0.1 pa) 
ALTA 78573 83905 89554 98514 108675 110800 117500 
% 3.6 6.8 6.7 10.0 10.3 2.0 6.0 
BC 92852 101916 121040 151504 157616 167500 181900 
%o 5.6 9.8 18.8 25.2 4.0 6.3 Mex 
CAN 94963 111404 131526 148875 143432 ** 149500 ** 157000 
% 17.5 17.3 18.1 13.2 a3 7 oes 5.0 | 


SOURCE: The Canadian Real Estate Association. 
(F) Forecast by CMHC. 


* Multiple Listing Service (MLS) is a registered certification mark owned by The Canadian Real Estate Association. 
** Total does not add due to rounding. 
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Major Housing Indicators 


Seasonally adjusted at annual rates 
(levels and quarterly per cent change) 


90:Q1 90:02 90:Q3 90:Q4 91:Q1 91:Q2 91:Q3 
—_——+ 
New housing 
Building permits, units, thousands 229, ayia 141 Is) 136 156 
% 0.8 -25.5 -17.4 o6 -12.2 14.8 
Housing starts, total, thousands 218 204 164 L47 96 152 181 
% -0.9 -6.4 -19.6 -10.4 -34.7 58.3 194 
Housing starts, singles, thousands 126 Hie 93 83 SV 86 101 
% -0.8 -10.3 -17.7 -10.8 -37.3 65.4 17.4 
Housing starts, multiples, thousands 92 91 wk 64 44 66 80 
% -1.1 -1.] -22.0 -9.9 =o.3 50.0 21 2m 
Housing completions, total, thousands 234 212 201 190 183 147 156 } 
% 12.0 -9.4 -5.2 -5.5 -3.7 bes 6.1 
New house price index, 1986=100 147.9 146.9 143.1 13981 134.6 134.1 
% sey) -0.7 -2.6 -2.8 -3.3 -0.3 
Existing housing 
MLS* resales, units, thousands 286.6 232.4 240.7 2598 peepee Mt 368.1 284.0 
% -18.3 -18.9 3.6 -0.4 17.6 30.5 -22.8 
MLS* average resale price, $ thousand 144.9 141.7 144.5 140.9 146.2 Eee! 148.6 
% -4.9 -2.2 2.0 -2.5 3.8 6.6 -4.7 
Mortgage market | 
Mortgages outstanding, $ billion 219.4 Pipa ed 228.5 PBMCS) SUAS 241.1 
% 56 2.6 25 iL 2.4 1.6 
Mortgage approvals, $ billion 70.0 Su! 46.2 49.5 52:0 68.0 
% 2.6 -24.7 -12.3 des Sal 30.8 
1-year mortgage rate, per cent** se dee: 14.25 35S 12.83 bLe25 10.25 9.93 
5-year mortgage rate, per cent** 12-67 14.25 [3.67 Pz Boye) 11.67 ZS 11.42 
Residential investment*** 
Total, $1986 billion 38.6 1059 34.4 325) 30.1 31-6 
% -1.2 -5.3 -5.7 -6.9 -6.2 4.9 
New, $1986 billion Loe 19.4 72 Sal 132 1333 
% 0.9 -1.4 -11.6 122 “12:5 0.6 
Alterations, $1986 billion 12.6 12.4 LO 11.9 11.4 11.6 
% 1.9 -1.8 -2.6 -1.1 -4.4 2.0 
Transfer costs, $1986 billion 63 4.8 a 54 Si) G27, 
% -12.3 -24.6 10.2 -2.6 8.1 PN Go! 
Deflator, 1986=100 130:5 L272 war) | 125.8 13335 136.4 
%o -0.3 -2.3 -0.3 -1.0 6.1 2, 


SOURCES: CMHC, Statistics Canada, Bank of Canada, The Canadian Real Estate Association. 
. Figures not available. 
* Multiple Listing Service (MLS) is a registered certification mark owned by The Canadian Real Estate Association. 
** All indicators are seasonally adjusted except 1- and 5-year mortgage rates. 
** Residential investment includes outlays for new permanent housing; conversion costs; the cost of alterations and improvements; supplementary costs; and transfer costs. 
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NATIONAL HOUSING OUTLOOK 


Executive Summary 


Canada 


Housing starts are forecast to rise 
to 180,000 units this year, 
following a cyclical low point of 
156,197 units in 1991. This issue 
of the National Housing Outlook 
includes CMHC’s first forecast to 
1993, which features further 
improvements of housing markets 
with starts reaching 201,000 units 
in that year. Starts of single units 
will increase more than multiple 
Starts. 


The very hesitant pace of the 
overall economic recovery toward 
the end of last year had a negative 
impact on housing starts. Levels 
will stay low initially in 1992. 
Although many forces still hamper 
the recovery and slow down its 
pace, the national economy will 
benefit more fully from lower 
interest rates, some rebound of 
consumer confidence and 
spending, and a stronger U.S. 
economy. As the economy picks 
up, especially in the spring, 
housing markets will recover 
further. In addition, high 


international net migration will 
_ help improve housing markets. 


Housing starts 
are forecast 


to rise to 
180,000 units 


this year... 


ll 
Newfoundland 


_ New home markets in 
Newfoundland are expected to 
bounce back up in the second half 
of 1992 with the help of lower 
interest rates, renewed confidence 
| and higher employment in fishing 
| and the Hibernia project. 
_ Following a drop to 2,836 starts in 
1991, dwelling construction will 
_ increase to 3,650 units in 1992 and 
improve further to 3,900 units in 
1993, coinciding with the peak 
construction year of the Hibernia 
_ project. 


Prince Edward Island 


_ Low mortgage rates will lead to 

_ the first increase in housing starts 
| since 1988 in Prince Edward 

_ Island. The modest recovery will 
| see an increase in starts from 553 


units in 1991 to 635 units this year 


_ and a further gain to 650 units in 


1993. A high apartment vacancy 
rate in Charlottetown will limit 


_ increases to starts of single- 


detached dwellings. 


Nova Scotia 


| The slow economic recovery will 


be positive for single-dwelling 
construction in Nova Scotia this 


| year. But the rise will be too 

| modest to offset a decline in the 

| overbuilt apartment sector. As a 

_ result, housing starts are expected 
_ to drop slightly, from 5,173 units 

~ in 1991 to 5,000 units this year. In 


1993, modest additional demand 


_ for new homes will lift total starts 
' to 5,100 units. 
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New Brunswick 


New Brunswick was the only 
province to post an increase in 
starts in 1991, following a large 
drop the earlier year. As home 
ownership becomes more 
affordable and confidence 
improves, buyers will again be 
attracted to the market. Starts are 
expected to increase to 3,100 units 
this year as the single-dwelling 
market improves in the second 
half of 1992. A further gain to 
3,500 units is forecast for 1993. 


Quebec 


Housing starts in Quebec gained 
strength in the closing quarter of 
1991 coinciding with the end of 
the provincial government home 
ownership program. However, the 
resulting housing production, 
combined with already high rental 
vacancy rates and a slow 
economic recovery will depress 
starts this year. The stronger 
momentum of the recovery will 
lead to higher starts in 1993. Starts 
were 44,654 in 1991, are forecast 
to drop to 38,900 this year before 
recovering to 47,500 in 1993. 


Ontario 


Severely hit by the recession, 
housing markets in Ontario are 
expected to recover only slowly 
this year. Starts will rise from last 
year’s level of 52,794 units to 
70,000 units, with a further gain to 
75,800 units in 1993. While the 
economic recovery will be slow, 
housing markets will be supported 
by lower interest rates and high 


levels of in-migration from other 
provinces and abroad. Most of the 
increased activity 1s expected to 
take place in the single-detached 


market. 


Manitoba 


Manitoba starts were down 41 per 
cent to 1,950 units in 1991, the 
lowest level on record and the 
largest provincial drop. The 
province also experienced the 
largest drop in economic activity 
and continued to suffer population 
losses through out-migration. This 
year and next, the provincial 
economy is expected to benefit 
from the recovery of its export 
industries, which will limit 
out-migration and boost housing 
starts to 2,380 and 2,900 units 
respectively. Most of this 
expanded activity will be 
concentrated in the single- 
detached dwelling market. 


Saskatchewan 


Housing starts dropped to 998 
units in Saskatchewan last year, 
the lowest recorded level in the 
province. Large out-migration has 
increased supply on the resale and 
the rental markets, which makes 
new construction less attractive. 
Starts are expected to recover to 
1,325 and 1,350 units in 1992 and 
1993 respectively, in part due to 
some large employers moving to 
the province. Housing market 
activity will be concentrated in the 
large urban centres as rural areas 
remain depressed because of low 


crop prices. 


Alberta 


Supported by strong capital 
spending, the Alberta economy 
had the best economic 
performance in 1991. Still housing 
starts dropped by 28 per cent to 
12,492 units as eroded consumer 
confidence and ample supply 
offset the impact of continuing 
in-migration. Modest economic 
growth will lift starts to 15,500 
units this year and then to 16,250 
units in 1993. In-migration from 
other provinces will be reduced as 
economic conditions improve in 
the major source provinces of 
Ontario and Saskatchewan. 


British Columbia 


In response to declining mortgage 
rates and high in-migration, 1991 
ended on a strong note for housing 
starts in British Columbia. With 
the economy forecast to perform 
more vigourously over the next 
two years, housing markets will 
hold their momentum. Total starts 
are expected to increase from 
31,875 units in 1991 to 39,500 
units this year, rising further to a 
record level of 44,100 units in 
1993. Because of limited lot 
supplies in Vancouver and 
Victoria, affordability will be 
reduced and construction of 
multiple dwelling units will 
outperform that of single-detached 
units. @ 
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Canada 


by Gilles Proulx 


Housing Markets Inch 
Down 


In tune with the weakening 
economic recovery, housing markets 
inched down during the fourth 
quarter of 1991 as the positive im- 
pact of lower interest rates was off- 
set by several negative forces. These 
included job losses in manufactur- 
ing, as well as news of restructuring 
and downsizing of workforces, all of 
which led to sagging consumer con- 
fidence, lower spending and reduced 
interest in housing markets. 

Housing starts reached an annual 
rate of 179,000 units, seasonally 
adjusted at annual rates, down slight- 
ly from 181,000 units in the third 
quarter. The level of starts peaked in 
October and then dropped in both 
November and December. Weakness 
was also evident in the resale market 
as houses sold through the Multiple 
Listing Service dropped 8.6 per cent 
from the third quarter level. 

Diverging provincial trends under- 
lie this national picture. At one ex- 
treme, the markets in British 
Columbia and Alberta gained 
strength in the fourth quarter. By 
contrast, markets peaked at mid-year 
in Ontario. An active social housing 
construction program was not suffi- 
cient to offset the depressing impact 
of industrial layoffs and the difficul- 
ties faced by the province’s manufac- 


turing sector. In Quebec, the market 
remained active mainly because of a 
government home ownership pro- 
gram that ended during the last 
quarter of the year. The Atlantic 
region performed fairly well with a 
strong second half of the year, 
although starts were down in the 
fourth quarter. Markets remained 
depressed in Manitoba and 
Saskatchewan. 

For all of 1991, construction 
started on a total of 156,197 dwell- 
ing units, down 14 per cent from a 
total of 181,630 units in 1990. The 
starts cycle bottomed out in the first 
quarter of 1991 when the annualized 
level fell below 100,000 units. By 
type of units, there were 86,567 
single- detached starts and 79,315 
multiple starts in 1991. 


1992-93 Outlook 


Recovery to Regain 
Momentum 


Several well known trends have 
hampered the economic recovery. 
They include: (1) the debt burdens of 
consumers, businesses and govern- 
ments, with their associated spend- 
ing cuts and, for governments, 
higher taxes; (2) weak export 
markets; and (3) a tough competitive 
environment for Canadian business 


in world markets as well as on the 
domestic market because of reces- 
sion, globalization of markets and a 
strong currency. 

Forces are at work, however, that 
will reverse these trends and resume 
the recovery process. Interest rates 
were lowered substantially at the end 
of 1991 and in early 1992; and they 
are expected to fall somewhat more 
in the first half of the year. This will 
continue to lighten the burden of 
debt on consumers, governments and 
businesses. Spending restraint 1s also 


working to reduce the size of the 
debt in relation to incomes. The clear 
evidence of low inflation numbers 
will lead consumers to change 
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perceptions about their real income 
situation. Strong bond and stock 
markets will work to improve 
business finances. Our export in- 
dustries should benefit from a 
strengthening of the U.S. economy 
also due to lower interest rates and, 
possibly, some tax cuts. Finally, 
housing investment is expected to 
continue to support the recovery 
process as a result of the rise in 
starts from early 1991. 

Gross domestic product, after a 
drop of 1.0 per cent in 1991, is ex- 
pected to increase by 2.9 per cent 
this year and by an additional 3.7 per 
cent in 1993. The recovery process 
will gather momentum throughout 
1992. Although real and not negli- 
gible, the recovery will not be as 
strong as previous recoveries. 

Job markets will reflect this 
general improvement in economic 
conditions. Employment, which 
dropped by 1.8 per cent in 1991, is 
forecast to increase by 1.6 per cent 
this year and by 2.2 per cent in 1993. 
The unemployment rate is expected 


to drop only marginally, in line with 


the overall subdued pace of the 


| recovery. 


All provinces are anticipated to be 
part of the recovery process. In 
1992, the growth leaders will be 
British Columbia, Ontario, New 
Brunswick and Newfoundland with 
rates‘of growth above or near the 
national average. The economies of 
the Prairie provinces, Quebec, Nova 
Scotia and Prince Edward Island will 
all grow by about two per cent in 
real terms. 


Housing Markets Will 
improve But Only 
Gradually 


As the economy picks up, housing 
markets will improve. They will con- 
tinue to be sustained by low interest 
rates but they will also benefit from 
improving economic conditions. 

High and steady flows of inter- 
national migrants will also be a posi- 
tive factor. International immigration 
targets have been set at 220,000 for 
1991 and at 250,000 per year from 
1992 to 1995. The targets, substan- 
tially above the actual level of migra- 
tion of the 1980s, have easily been 
met so far. Those levels are consis- 
tent with levels of net migration of 
nearly 200,000 people per year, an 
element that will strongly contribute 
to higher housing demand. 

Household formation will, how- 
ever, be delayed by the slow 
improvement in job markets. 
Prospective home buyers will also 
have to adjust to the new non- 
inflationary environment: limited 
prospects of rapid home equity gains 
and interest rates, still high in real 
terms, will dictate a more prudent 
approach toward mortgage commit- 
ments. 

The recovery will also be 
dampened initially by excess supply 
in the housing stock. The apartment 
vacancy rate, at 4.4 per cent national- 
ly last October, is at its highest level 
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since 1972. There are also indica- 
tions of excess supply in new hous- 
ing: during the second half of 1991, 
the number of newly completed and 
unoccupied single and semi- 
detached dwellings rose, albeit 
modestly. 

We expect housing starts to in- 
crease by 15 per cent in 1992 toa 
level of 180,000 units, starting at a 
somewhat lower level and improving 
gradually through the year. This 
level is slightly lower than in our pre- 
vious forecast. The stronger momen- 
tum of economic activity should 
help push the level of starts to 
201,000 units in 1993. 

Both single and multiple starts 
will increase although the single- 
detached market will be more 
buoyant. Apartment construction 
will be depressed because of the cur- 
rent excess supply. 

The resale market is also expected 
to improve only gradually. After a 
recovery of 20 per cent in 1991, unit 
sales are expected to rise by 4.1 per 
cent in 1992 and 5.9 per cent in 1993. 

Lower interest rates and flat or 
falling home prices have worked to 
improve affordability in 1991, which 
was beneficial to first-time home 
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buyers. However, doubts about the 
recovery especially toward the latter 
part of the year may have stopped 
many prospective buyers from enter- 
ing the market. The return of a more 
secure economic climate may cause 
a resurgence of first-time buyers 
toward the middle of 1992. After- 
ward, move-up buyers should play a 
more significant role in the market. 

While all regions of the country 
are expected to see improvement 
over the next two years, the rate will 
differ by province. British Columbia 
markets are expected to improve 
steadily, posting a record number of 
starts in 1993. Ontario should 
benefit most from a healthier 
economic climate, although it was 
especially hard hit by the recession 
and is es to recover eT, 


gradually. In Quebec, markets are ex- 
pected to be depressed initially as 

the end of the home ownership pro- 
gram will probably leave some ex- 
cess inventory. Markets in the 

Prairie provinces should rebound 
strongly this year following large 
drops in 1991. Overall, markets in 
the Atlantic region are expected to 
recover slowly. 

Expectations of slow market ad- 
vances in the new and the resale seg- 
ments, with a non-inflationary 
environment and some excess inven- 
tory to be absorbed, leave only dim 
prospects for price appreciation. We 
expect the average resale price of 
homes sold through the MLS sys- 
tem, to rise less than one per cent 
this year and by 5.5 per cent in 1993. 
The New House Price Index, follow- 


ing a drop of 7.1 per cent in 1991, 
due mainly to the depressed market 
for the construction industry and its 
suppliers, should see increases of 1.2 
per cent in 1992 and 2.5 per cent in 
1993, somewhat less than overall in- 
flation. 

Housing investment is expected 
to be a leading sector of growth in 
1992 and 1993 because of an en- 
couraging recovery from the 
depressed levels of the early part of 
1991. Investment in residential con- 
struction is expected to increase in 
real terms by close to 9 per cent in 
1992 and 10 per cent in 1993, taking 
into account the contributions of its 
three major segments, the new, 
resale and renovation markets. @ 


PROVINCIAL HOUSING OUTLOOKS 


Newfoundland “Wr 


by Mac Woodman and Brian Martin 


m@ Lower interest rates, employment 
growth and renewed confidence 
will contribute to a rebound in 
new home construction in the 
second half of 1992. 


m@ Resale market is expected to 
show strength in the first half of 
1992 and lead the housing 
recovery with increased sales in 
Io and 1993" 


Housing Demand Lower 
in 1991 


Higher unemployment and lower 
confidence stemming from economic 
uncertainty reduced the demand for 
housing in Newfoundland in 1991. 
Housing starts in urban centres 
remained depressed in the fourth 
quarter. However, high levels of 
owner/ builder activity in rural areas 
limited the decline in new home con- 
struction with total starts falling 12.6 
per cent to 2,836 units in 1991. 
Single-detached starts fell 13.5 per 
cent to 2,135 units while multiple 
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unit construction was off 9.8 per 
cent to 701 units. Demand for rental 
accommodation in the St. John’s 
area also weakened in late 1991 with 
the apartment vacancy rate rising to 
6.9 per cent. 

Signs of a recovery in the resale 
market in the third quarter, largely 
due to favourable interest rates, were 
short lived as reduced confidence 
tempered demand for existing homes 
for the remainder of 1991. Multiple 
Listing Service sales in the St. John’s 
region fell 7.2 per cent to 1,799 
units, their lowest level since 1986. 


oe 
Price growth was moderated by ex- 
cess supply and an increase in the 
sale of lower priced homes. Average 
sales price increased a modest 2.5 
per cent to $91,123. Including the 
Central Region, total MLS sales for 
the province declined 5.3 per cent to 
1,892 units with the average sales 
price advancing 2.4 per cent to 
$90,822. 


= 1992-93 Outlook | 


Provincial Economy to 
Expand 

Following a year of virtually no 
growth, the provincial economy is 
expected to expand by 3.5 per cent 
and 3.0 per cent, respectively in 
1992 and 1993. Substantial gains in 
non-residential investment associ- 


ated with the Hibernia development 
and increased output in the prov- 
ince’s inshore fishery will lead to an 
economic recovery this year. Low 
confidence levels and the threat of 
additional public sector cutbacks 
will delay the recovery with a 
gradual improvement in overall 
economic conditions not expected to 
take hold until mid-1992. 

A return to more normal catch 
levels in the inshore fishery will pro- 
vide a much needed economic boost 
to rural communities affected by the 
harsh ice conditions which devas- 
tated the industry in 1991. Following 
a year of additional mine closures 
and employment reductions, the min- 
ing industry is forecast to post 
modest gains in 1992-93. The ex- 
pected re-opening of the Hope Brook 


gold mine and a recovery in the 
North American construction and 
| automotive industries will stimulate 
| mining output. Increased fish 
_ processing will contribute to growth 


in the manufacturing sector in 1992- 
93. Expenditures associated with the 
Hibernia development are forecast to 
exceed $700 million in 1992 before 
peaking at approximately $1.0 bil- 
lion in 1993. The project will be the 
major contributor to economic 
growth over the medium term with 
direct employment at the construc- 
tion site expected to increase to 
1,600 persons in 1992 before peak- 
ing at 3,000 persons in 1993. 

Low interest rates, employment 
gains and increased consumer spend- 
ing will stimulate retail trade and 
boost service sector growth in 1992- 
93. New job creation will be con- 
centrated in the construction and 
fishing industries with employment 
forecast to rise by 1.5 per cent in 
1992. Labour force growth will push 
the province’s unemployment rate to 
18.7 per cent in 1992, before a mar- 
ginal drop to 18.1 per cent in 1993. 

Perceived employment spinoffs 
from the Hibernia development and 
the weak recovery in Central Canada 
will reverse the traditional exodus of 
people from the province. Total net 
migration is forecast at 1,500 per- 
sons in 1992 and 1,000 persons in 
1993: 


Resale Market to Lead 
Housing Recovery 


New home construction is expected 
to be weak in the first half of 1992 
and rebound in the second half in 
line with a general economic 
recovery. Low interest rates, employ- 
ment growth and renewed con- 
fidence will contribute to increased 
housing starts in 1992 and 1993. An 
improved migration picture and 
reduced inventories of existing hous- 
ing will provide additional support to 
the residential construction industry 
over the forecast period. Total starts 
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are expected to advance 28.7 per 
cent to 3,650 units in 1992 before 
climbing to 3,900 units in 1993. Fol- 
lowing a 19.4 per cent increase to 
2,550 units in 1992, single-detached 
starts will rise to 2,800 in 1993. In- 
creased private investment in 
seniors’ housing, higher levels of 
single-detached units with accessory 
apartments (duplex) and a carry-over 
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of Federal/Provincial assisted hous- 
ing will result in significant gains in 
multiple unit construction. 

The recovery in the resale market 
is expected to lead new construction, 
with the market showing signs of 
strength in the first half of 1992. 
Low interest rates and improved af- 
fordability will stimulate first-time 
homebuying. Pent-up demand from 
move-up buyers unsuccessful in sell- 
ing their homes in 1991 will 
generate additional sales. Total MLS 
sales for the St. John’s region are 
forecast to increase 16.7 per cent to 
2,100 units in 1992 before advanc- 
ing to 2,250 units in 1993. MLS 
sales in the Central Region will ap- 
proximate 100 units annually over 
the next two years. Increased sales 
of homes to first-time buyers will 
limit price growth with the average 
sales price of total provincial MLS 
sales forecast at 4.0 and 5.3 per cent, 
respectively, in 1992 and 1993. 

Continued weakness in the St. 
John’s economy and the seasonal 


out-migration of students will in- 
crease the supply of available rental 
units in early 1992 with the apart- 
ment vacancy rate expected to climb 
to 8.6 per cent. Increased demand 
for homeownership brought about 
by improved affordability and an in- 
creasing supply of duplex units will 
limit the construction of additional 


projects containing three or more 
units over the forecast period. Vacan- 
cy rates will fall to 5.8 per cent in 
October 1992 and range between 4.1 
and 6.4 per cent in 1993. Rental rates 
for above average-quality accom- 
modation are expected to increase at 
or slightly above the rate of inflation 
over the forecast period. @ 


Key Provincial Indicators 


NEWFOUNDLAND 
199] 1992") 1993) 

Real GDP (% Change) 0.0 38) a0 
Employment (% Change) -2.0 Wess 2.0 
Unemployment Rate (%) 18.4 18.7 18.1 
Housing Starts (Units) 

Total 2836 3650 3900 

Singles 2139 2550 2800 

Multiples 701 1100 1100 
MLS* Sales (Units) 1892 2200 O50 
Average MLS* Price (Dollars) 90822 94500 99500 


(F) Forecast by CMHC. 
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PROVINCIAL HOUSING OUTLOOKS 


Prince Edward 


island 
by Ralph Freeze 


m Housing starts forecast to increase 
for first time since 1988. 


@ Government restraint and mini- 
mal employment growth restrict 
housing recovery to marginal 
growth. 


@ Charlottetown vacancy rates con- 
tinue climb, while Summerside’s 
plummet. 


Housing Starts Decline 
by 27 Per Cent in 1991 


After modest improvements in the 
first half of 1991, both housing starts 
and residential sales on Prince 
Edward Island declined during the 
second half of the year. At year end, 
starts were 553 units which repre- 
sents the lowest level since 1982. 
The fourth quarter saw a decline of 
55 per cent in total starts from the 
same period in 1990. Although 
mortgage rates fell during the second 
half of 1991, the Island was ex- 
periencing record high unemploy- 
ment and the number of people who 
left Prince Edward Island in 1991 
was the highest in over 20 years. 

By the end of the year, total sales 
of existing houses had increased by 


3.0 per cent. This represents a sig- 
nificant fall from the gains ex- 
perienced during the first six months 
of 1991. Lower interest rates and 
relatively stable prices enticed many 
first-time home buyers. Since these 
buyers tend to purchase lower priced 
homes, the average sale price did not 
increase significantly. 

Apartment vacancies in Charlotte- 
town continued the upward trend 
during 1991. The October vacancy 
rate was at an all time high of 5.2 
per cent, mainly due to newly com- 
pleted apartment units. While there 
are no vacancies in Summerside, un- 
certainty surrounding the units under 
lease to the Department of National 
Defense will hinder new construc- 
tion activity. 


1992-93 Outlook 


Economy to Recover 
Slightly in 1992-93 


In 1992 and 1993, the economy is 
forecast to grow by 2.1 and 2.3 per 
cent respectively. Non-residential 
construction and modest improve- 
ments in the fishing and agriculture 
industries will drive the growth. Con- 
struction of the GST centre in Sum- 
merside, the pathology laboratory 
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and major school renovations in 
Charlottetown will be a few of the 
bright spots during 1992-93. In- 
creases in farm incomes will be par- 
tially in the form of assistance for 
losses due to the potato virus from 
the past two crop years. 

Although proposals for construc- 
tion of the fixed link between the 
Island and New Brunswick have 
passed environmental reviews, 
economic viability under current con- 
ditions appears to be a hurdle. Based 
on this, the impact of the link is not 
included in this forecast. 

Reduced federal transfer pay- 
ments will limit the options available 
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to the provincial government. 
Tourism is not forecast to recover 
| substantially in 1992 after a weak 
year in 1991. High unemployment in 
the region, coupled with minimal in- 
| come growth, will limit prospects 
for the tourism industry. 

Traditionally, the service sector 

“has helped to insulate the Island 
during economic recessions. In the 
current one, the service industries 

have been affected significantly. 
_Employment growth is forecast to be 
_very low. The unemployment rate is 
expected to improve slightly. 


Single Starts Forecast to 
Rise 
Low mortgage rates will lead to the 
first increase in housing starts since 
1988. In total, housing starts will in- 
crease to 635 units in 1992 and 650 
in 1993. Relatively stable prices and 
low interest rates will continue to 
draw first-time home buyers and 
builders into the market. Starts of 
single-family homes are forecast to 
increase by 22 per cent to 460 units 
in 1992. In contrast to this, multiple 
starts are forecast to drop to 175 
units as recently completed construc- 
tion has pushed vacancy rates to new 
highs. A sputtering recovery in the 
first part of the year will delay new 
construction to the second half of the 
year. 

Sales of existing homes will in- 
crease by 10 per cent in 1992. 


Homes owned by military personnel 
in Summerside have already been 
placed on the market, and sold. This 
will reduce the number of listings 
and help the market move toward a 
balanced position. The modest im- 
provement in demand for existing 
homes and fewer listings will in- 
crease the average sale price mar- 
ginally to $73,000. 

Home sales are forecast to in- 
crease again in 1993 due to low inter- 
est rates. Reduced vacancy rates will 
leave room for rents to increase. 
This will encourage first-time home 
buyers to consider purchasing. The 
expected average sale price will rise 
only modestly to $75,000 because of 
the high number of first-time buyers 
keeping average prices low. @ 


[ 


Key Provincial Indicators 
PRINCE EDWARD ISLAND 


| | ; Sey peta bse Palle sss | 
Real GDP (% Change) 0.2 .1 2 3 
Employment (% Change) A? 0.4 1.9 
Unemployment Rate (%) 16.8 16.0 15.4 
Housing Starts (Units) 

Total 553 635 650 

Singles 376 460 500 

Multiples fa 175 150 
MLS* Sales (Units) 764 840 875 
Average MLS* Price (Dollars) 71033 73000 75000 


(F) Forecast by CMHC. 
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PROVINCIAL HOUSING OUTLOOKS 


Nova Scotia 


by André Moore and Joel Baltzer 


mw Slow economic recovery in 1992 
will moderate improvements in 
residential construction industry. 

m Housing demand will strengthen 
over the summer, spurred on by 
pent up demand, low house 
prices, and the lowest interest 
rates in about 20 years. 

m Single-family home starts will in- 
crease in 1992, but this rise will 
be more than offset by reduced 
apartment construction. Conse- 
quently, total housing starts will 
falls percent im 1992, 


Housing Demand 
Tumbled in 1991 


Nova Scotia’s housing industry was 
lackluster in 1991. The province’s 
weak economy dampened housing 
demand, despite easing mortgage 
rates throughout the year. Rising un- 
employment, reduced disposable in- 
come, and high personal debt levels 
deterred many households from 
buying homes. Starts of single- 
family homes fell 28 per cent, while 
sales of existing homes decreased by 
four per cent. Many potential buyers 
in late 1991 opted to "wait till 
spring" before making a move. 
Increased apartment construction, 
particularly in Metro Halifax, helped 
sustain Nova Scotia’s residential 
construction industry throughout the 


year. An estimated 2,500 construc- 
tion jobs were lost in 1991, but 
many more workers would have 
been unemployed if not for apart- 
ment construction. Apartment starts 
increased 47 per cent for the year, 
and contributed to the 34 per cent in- 
crease in multiple unit starts. Tough 
economic conditions have dis- 
couraged many renters from buying 
their own homes, which in turn has 
encouraged developers to build new 
apartments. However, the apartment 
construction boom contributed to an 
excess supply of available units, and 
resulted in higher rental vacancy 
rates. 


1992-93 Outlook 


Economy on the Mend 


Nova Scotia successfully resisted the 
recessionary trends building in 
Canada in 1990, but dropped sharply 
into recession in the spring of 1991. 
Nova Scotia will not recover from 
the recession quickly. The economy 
is expected to be sluggish in 1992, 
achieving only 1.9 per cent growth, 
before climbing to 2.5 per cent in 
1993. 

Many factors will inhibit the 
economic recovery this year. Con- 
sumer spending will remain con- 
strained by low income growth and 
high personal debt. Government ex- 
penditures are constrained by rising 


debt, resulting in potential cuts to so- 
cial, education, and health programs. 
Export competitiveness remains 
weak in light of the high value of the 
Canadian dollar and reduced foreign 
demand. Investment spending, 
although the main source of economic 
growth this year, is negatively af- 
fected by the current economic 
climate and low corporate profits. 
Large investment projects will 
help sustain the economy while con- 
sumer confidence rebuilds in 1992 
and 1993. These include several new 
hospitals, NSPC’s thermal generat- 
ing station at Point Aconi, twinning 
of the Trans-Canada Highway, 
Panuke and Cohasset oil field 
development, Maritime Telegraph 
and Telephone’s multi-year modern- 
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ization program, and a busy 
schedule of shipbuilding. 

The recession resulted in 7,000 
jobs lost in 1991. Of this employ- 
ment loss, 2,000 workers dropped 
out of the labour force, while the 
remaining 5,000 continued to search 
for work. Nova Scotia’s labour 
market will turn around slowly, with 
employment rising by 3,000 in 1992, 
and 4,000 in 1993. However, the un- 
employment rate will show small im- 
provements, dropping from 12.0 per 
cent in 1991, to 11.6 per cent in 
1992, and 11.4 per cent in 1993. 


Housing Demand 
Rebounds, But Gradually 


Despite a gradual recovery in Nova 
Scotia’s economy, total housing 
starts will decline in 1992. Provin- 
cial housing markets cannot sustain 
the high rate of apartment construc- 
tion experienced in 1991. As such, 
total housing starts will fall 3.3 per 
cent in 1992, to 5,000 units. In 1993, 
additional demand for new homes 
will push total starts up two per cent 
to 5,100 units. 

Attractive financing, competitive 
builders, and reasonable land prices 
throughout the province make it an 
ideal time to build new homes. 
Demand growth, although gradual, 
will push single family home starts 
up 15.2 per cent to 3,000 units this 
year, followed by an additional 13.3 
per cent increase to 3,400 units in 
1993. The recovery will provide a 
much needed employment boost for 
the province’s ailing construction 
industry. 

Low mortgage interest rates will 
also help increase existing home 
sales by 8.4 per cent to 6,300 units 
in 1992, and a further 3.2 per cent to 
6,500 in 1993. The rise in home 
sales will be moderated by a shift in 


demand to the new housing market 
and by the fact that 1991 volumes 
were relatively high. Increased hous- 
ing demand will help firm up house 
prices, and reduce the spread be- 
tween asking price and sale price. 
Average prices will rise 4.1 per cent 
to $90,000 in 1992, and a further 4.4 
per cent to $94,000 in 1993, 

During the forecast period, apart- 
ment construction will be curtailed 
as developers respond to the large in- 
ventory of units under construction, 
increased vacancies, slowing rental 
demand, and cautious lenders. 
Reduced apartment construction will 
be partly offset by increased semi- 
detached and row housing starts. Im- 
proved buying conditions and more 
first-time buyers will encourage con- 
tractors to build more entry level, 
semi-detached dwellings. Conse- 
quently, multiple unit housing starts 
will drop 22 per cent to 2,000 units 
in 1992, and a further 15 per cent to 
1,700 units in 1993. 

Urban rental markets will remain 
oversupplied during the forecast 
period. Favorable mortgage rates, 
stable house prices, and increased 
consumer confidence will encourage 
more renters to buy their own homes. 


Halifax Vacancy Rate 

(3 units or more, privately 
initiated) 

Per Cent 
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In Metro Halifax, slowing rental 
demand and more new apartment 
completions will push the vacancy 
rate to 5.0 per cent in October 1992. 
The rate will ease to 4.2 per cent in 
October 1993 as more people move 
to Halifax for job opportunities. 
Competitive rental markets will 
result in modest rent increases of 
about four per cent, with many 
landlords continuing to offer lease- 
signing incentives. @ 


Key Provincial Indicators 
NOVA SCOTIA 


1991 (902 ee 19987 
Real GDP (% Change) -0.6 os) Dh 
Employment (% Change) zl, 0.8 1.1 
Unemployment Rate (%) 12.0 11.6 11.4 
Housing Starts (Units) 
Total ans) 5000 5100 
Singles 2604 3000 3400 
Multiples 2569 2000 1700 | 
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PROVINCIAL HOUSING OUTLOOKS 


New Brunswick 


by Bruce Read 


m 1991 performance in new con- 


struction market ahead of rest of 
Canada. 


@ Total housing starts to reach 
3,100 units in 1992. 


m Sales in the resale market to in- 
crease by four per cent. 


@ Vacancy rates in the rental market 
to increase. 


Housing Market Holds 
the Line in 1991 


New Brunswick was the only 
province to post an annual increase 
in residential construction activity 
last year. Total housing starts for the 
year moved up from 2,683 in 1990 
to 2,872 this past year. The gain in 
new construction activity was main- 
ly due to a 32 per cent increase in 
multiple housing unit construction. 
Activity in the resale market 
remained flat over the past year. 
Total MLS sales fell by 1.7 per cent 
to 3,259 units during 1991. While 
sales declined slightly in Saint John 
and Moncton, there were some small 
gains in the Fredericton and North 
Shore markets. The number of 
homes on the market that were avail- 
able for sale at year end was down 
25 per cent from the 1990 level. This 


decline in supply, in combination 
with falling interest rates, lifted the 
average price of homes sold during 
1991 up by 4 per cent to $80,897. 


1992-93 Outlook 


Economic Prospects 
Improve Over Forecast 
Period 


The New Brunswick economy 
entered the recession after most 
areas in Canada and will be one of 
the last provinces to move into the 
recovery phase. The economy, which 
contracted by 0.9 per cent in 1991, 
will record a 2.8 per cent growth rate 
in 1992. This will come as a result of 
improving export markets, particular- 
ly that of the northeastern part of the 
United States. As the recovery con- 
tinues in 1993, the growth rate is 
forecast to moderate to the 2.5 per 
cent level. 

The forestry sector and related in- 
dustries provide one out of every 
seven jobs in the province. The high 
value of the Canadian dollar and 
over capacity in the international 
marketplace have had a detrimental 
effect on the industry. During the 
past year, the local industry has ad- 
Justed to these conditions and is now 
prepared to take advantage of ex- 
pected market improvements in the 
second half of 1992. 


| 
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The construction and shipbuilding 
industries are important to the local 
economy. Work on the $6.2 billion 
Canadian Frigate Program in Saint 
John will continue to provide employ- 
ment for upwards of 3,500 workers. 
The construction industry is also ac- 
tive with several large scale publicly 
financed jobs. Projects such as the 
$1 billion Belledune Thermal Gener- 
ating Plant and the two recently an- 
nounced wood burning generating 
plants will keep the non-residential 
sector busy until late 1993. 

The service sector will experience 
modest employment growth over the 
outlook period. This will occur as a 
result of increased activity in the 
business and personal services in- 
dustries. Cross border shopping that 


Housing Starts 
Units Thousands (Qtrly) 
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1992-93 Forecast. 


Residential MLS* Sales 
Units 
NEW BRUNSWICK 


| FORECAST 


Py ACTUAL 


SOURCE: The Canadian Real Estate Association. 

CMHC: Forecast. 

* Multiple Listing Service (MLS) is a registered 
certification mark owned by The Canadian Real 

Estate Association. 


_ has already resulted in many store 
closures will, however, dampen 
retail trade. The public administra- 

_ tion sector could lose additional jobs 
when the provincial government 

_ delivers the spring budget. 

| As a result of a slow recovery, 


employment in the province is 

_ forecast to rise by about 3,000 jobs 

_ in both 1992 and 1993. This will off- 
| set the impact of the recession that 
resulted in a loss of close to 5,000 

_ jobs in 1991 and sent the unemploy- 
ment rate up to 12.7 per cent. 


Housing Markets to 
Display Modest Growth 


| Most segments of the housing 

_ market will improve over the out- 

_ look period. As the local economy 

| regains strength and consumer con- 


fidence rebounds, low mortgage 

_ rates will attract buyers and 

developers back into the market 

place in the second half of the year. 
The new construction market that 


posted a seven per cent gain in 1991 
will continue into 1992 with a 7.9 


per cent increase in overall activity. 
The forecast of 3,100 housing starts 
consists of 2,350 single detached 
homes and 750 multiple units. In 
1993, new housing will increase fur- 
ther to 3,500 units. 

The current economic uncertainty 
will limit speculative building in the 
homeownership market this year. As 
the economy regains strength in 
1993, builders will become less 
hesitant to build without a firm con- 
tract in hand. Low mortgage rates 
will also support investor confidence 
and sustain the high level of multi- 
ple-unit construction. With the con- 
dominium tenure still uncommon to 
most markets, the majority of multi- 
ple units started will be targeted at 
the rental market. 

The recovery in the resale market 
will occur before further improve- 
ments in the new construction 
market. The number of sales in 1992 
are forecast to increase by four per 
cent to 3,400 units. Prompted by low 
mortgage rates and modest house 
prices, home buyers will again begin 
to re-enter the market early in the 


second quarter of this year. By 1993, 
improved economic conditions will 
support sales of around 3,500 units. 

The supply of available existing 
homes for sale has dropped 25 per 
cent from a record high of 2,588 at 
year end 1990 to 1,930 this past 
December. The decrease in supply 
combined with the low cost of 
mortgage money will apply upward 
pressure on prices. The average price 
of homes sold through the local Real 
Estate Boards is forecast to increase 
by 3.6 per cent to $83,800 this year. 
Prices will rise by an additional five 
per cent in 1993. 

The rental market in 1992 will ex- 
perience only modest changes. The 
average vacancy rate for the six 
cities reached 3.7 per cent this past 
fall. As potential home buyers are 
lured out of their current rental ac- 
commodations by record low 
mortgage rates, the vacancy rate this 
year will inch upward to 3.9 per 
cent. This slight drop in demand will 
moderate rental rate increases and 
keep them in line with the overall 
rate of inflation. m 


Key Provincial Indicators 
NEW BRUNSWICK 


Average MLS* Price (Dollars) 


1991 [S02 too 
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Total 2872 3100 3500 
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Multiples 718 750 700 
MLS* Sales (Units) 3259 3400 3500 
80897 83800 88000 
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fm PROVINCIAL HOUSING OUTLOOKS 


Quebec 


by Kim-Anh Lam 


| @ Housing construction to drop 
again in 1992 before starting to 
risen 1993: 


| @ Quebec’s economy: recovering 
slowly in 1992 and expected to 
improve in 1993. 


Housing Construction 
Declines by 7.1 Per Cent 
in 1991 

Thanks to an upswing in housing 
construction during the last quarter 


of 1991, the year closed with 44,654 
units, down only 7.1 per cent from 


1990. In spite of difficult economic 
conditions during the last quarter, 
starts climbed by 34 per cent from 

_ the previous quarter. This upsurge in 


construction was largely due to the 
extension of the Deal Estate Pro- 
gram until November 15, 1991. 

Economic conditions remained 
frail at the end of 1991. Company 
closures and bankruptcies were con- 
stantly in the news. The recession 
caused an annual net loss of 68,000 
jobs. During the fourth quarter, how- 
ever, job losses were beginning to 
slow down, indicating some relief. 
Year over year average job losses 
decreased to only 27,000 during the 
last quarter, compared to 64,000 


during the previous quarter. Shaky 
economic conditions continued to 
weaken consumer and business con- 
fidence, despite steadily declining in- 
terest rates. 

Housing construction in 1991 was 
bolstered by considerable gains in 
the market segment of properties 
selling for under $110,000. Indeed, 
the number of semi-detached and 
row housing starts (8,124) more than 
doubled compared with 1990. 
Likewise, small projects of modest 
condominiums resurfaced, with a 
gain of 41 per cent. However, single- 
family home construction declined 
by 10 per cent. 

Rental construction plummeted 
33 per cent. Several factors hurt this 
sector. Job losses, especially among 
young people, reduced the demand 
for rental housing. As well, provin- 
cial homeownership assistance 
programs, combined with improved 
affordability due to lower interest 
rates, drained the renter pool. Vacan- 
cy rates in urban centres climbed to 
the highest levels since 1971. The 
provincial average was 7.1 per cent. 

The resale market reflected the 
same economic uncertainties. MLS 
sales during the last quarter of 1991 
were up by only 5 per cent compared 
to the same period in 1990. The 
market recovered slightly, but not 
sufficiently to offset the low sales in 


early 1991. Annual sales of 27,988 


units were unchanged from the pre- 
vious year, while the number of 
MLS listings increased. Many poten- 
tial sellers, whose hopes had been 
dashed by the recession, were think- 
ing that, with lower interest rates, 
they could finally find buyers for 
their properties. An unbalanced real 
estate market limited the average 
price increase to 2.1 per cent. 


1992-93 Outlook 


Construction Drops Again 
in 1992, Rises in 1993 
Housing construction activity, 


forecast at 38,900 starts for 1992, 
will be declining for the fifth 


Housing Starts 
Units Thousands (Qtrly) 
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| 1992-93 Forecast. 


consecutive year. The market is 
saturated with a large stock of 


homes for sale and units for rent. Un- 
certain economic and political condi- 


tions will not help the situation. 
However, this year’s 13 per cent 
drop will mark the end of the cycle. 
For 1993, activity will rebound up to 
47,500 units as a new growth phase 
begins. 

Economic activity is expected to 
improve slightly in 1992, with GDP 
rising by 2.1 per cent. Signs of 
recovery are still weak. Consump- 
tion looks bleak and there are no 
major capital projects in sight. On- 
going constitutional debates and the 
postponement of the Grande-Baleine 
hydroelectric project are limiting 
potential growth. The export sectors, 
however, will slowly begin to show 
some growth as the U.S. economy 
recovers. The community and health 
services sector, responding to 
demographic pressures, will con- 
tinue to increase its work force, a 
trend which started in 1991. The 
manufacturing sector, which was the 
hardest hit by the recession, will 
need more time to recover. 


Quebec Vacancy Rate 

(3 units or more, privately 
initiated) 

Per Cent 
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Net job creation, estimated at 
36,000 for 1992 and at 53,000 for 
1993, will barely reduce the un- 
employment rate. This rate is ex- 
pected to be 11.4 per cent this year 
and 11.2 per cent in 1993, compared 
to 12.0 per cent last year. Quebec’s 
economy may achieve a better per- 
formance in 1993, with the GDP 
rising by 3.5 per cent, as the U.S. 
economy continues to recover and 
the constitutional issue will possibly 
be resolved. 

The contribution of net migration 
to the demand for housing will 
remain at 24,000 people in 1992 and 
rise to 26,500 in 1993. Higher im- 
migrant quotas will offset the net in- 
terprovincial out-migration. Poor 
employment prospects and continu- 
ing constitutional uncertainty are to 
blame for the larger number of out- 
migrants to other Canadian provin- 
CES: 

Single-family home construction 
will decline to 21,200 units in 1992, 
but will rise to 24,800 units in 1993. 
Move-up buyers will gradually come 
back to the market, as consumer con- 
fidence is restored. New home price 
increases will be just over the infla- 
tion rate. Since the Quebec Sales 
Tax, which is applicable to new 
homes, is being postponed to July 
1992, price increases will be limited 
to 3.5 per cent in 1992. However, the 
higher demand for homes in 1993 
will cause the average price to rise 
by 6.0 per cent. 

Multiple housing construction 
(semi-detached homes, row houses 
and apartments) will decrease by 20 
per cent in 1992. The gradual absorp- 
tion of the new housing stock and 
better employment prospects will 
breathe new life into multiple hous- 
ing construction, with a 28 per cent 
increase forecast for 1993. 
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The rental sector, following a 
high vacancy rate of 8.0 per cent ex- 
pected for this year, will fall to a 
very low level of activity, with starts 
forecast at 8,200 units for 1992. This 
figure will climb to 14,000 in 1993, 
as demand improves. 

With no homeownership assis- 
tance programs, first-time buyers 
will return to the resale market. Con- 
sequently, there will be a consider- 
able decline in modest home starts, 
namely semi-detached and row 
houses, which will experience a 29 
per cent drop. Condominium con- 
struction, dominated by less expen- 
sive projects in 1991, will hit its 
lowest point in 1992 with 3,700 
starts. Activity will then rise to 5,000 
starts in 1993, and luxury con- 
dominium projects will begin to 
reappear. 

The resale market was not able to 
benefit from reduced interest rates 
last year, due to competition from 
the affordable new home market. 
The economic recovery and low 


interest rates will contribute to a 
more balanced resale market, with 
MLS sales forecast to rise by 9 per 
cent in 1992 and by 5 per cent in 
1993. A better balance between supp- 
ly and demand will also allow for 
higher average price increases, 
estimated at 5 per cent in 1992 and 

at 7 per cent in 1993. m 


PROVINCIAL HOUSING OUTLOOKS 


Ontario 


by Alex Medow 


| & Low interest rates, migration and 
economic recovery will en- 
courage Ontario residential con- 
struction. 

@ Move-up buyer demand will 
motivate construction of single 
detached units. 

@ Government of Ontario assisted 
rental construction will help cre- 
ate employment in 1992. 


Housing Recovery 
Stalled in Fourth Quarter 
Uncertain job prospects and weak 


consumer confidence have caused 
Ontario housing markets to retrench 


Key Provincial Indicators 
QUEBEC 


1991 1992 1993" 

Real GDP (% Change) -0.6 PES | Ss) 
Employment (% Change) -2.2 ee IES 
Gneniplovaen Rate (%) 19 11.4 eZ 
Housing Starts (Units) 

Total 44654 38900 47500 

Singles Zoo 21200 24800 

Multiples 22123 17700 22700 
MLS* Sales (Units) 27988 30500 32000 
Average MLS* Price (Dollars) 102904 108500 116000 


(F) Forecast by CMHC. 


Association. 


SOURCES: CMHC, The Canadian Real Estate Association and Statistics Canada. 


* Multiple Listing Service (MLS) is a registered certification mark owned by The Canadian Real Estate 


by the last quarter of 1991. Owning 
a home has become more affordable 
than it has been for several years, as 
both home price and interest rate 
declines combined to reduce 
mortgage carrying costs. The flurry 
of home sales and price increases, 
which Ontario witnessed coming out 
of the recession in the second 
quarter of 1991, has vanished. 

In spite of recent interest rate 
declines, the rapid pace of the On- 
tario housing starts recovery faded 
by the fourth quarter among signs of 
a renewed weakness of the Ontario 
economy. Ontario new home starts 
were at a seasonally adjusted annual 
rate (SAAR) of 32,000 during their 


recessionary low in the first quarter 
of 1991. By the third quarter recover- 
ing starts levels more than doubled 
to 70,000 SAAR, but then receded 
by a little over a fifth at year end to 
55,000 SAAR. This fourth quarter 
starts drop was more pronounced for 
multiple unit structures, driven by 
declining condominium absorption 
levels and high apartment vacancy 
rates in most of Ontario’s census 
metropolitan areas (CMAs). The 
results of the October 1991 rental 
market survey indicated that, with 
the exception of Ottawa and the 
northern cities of Sudbury and 
Thunder Bay, apartment vacancy 
rates in Ontario’s CMAs hit levels 
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which were among the highest in a 
decade. 

Buyers’ market conditions 
prevailed across Ontario. Resale 
markets allowed potential home 
buyers to take their time and shop 
around for lower priced homes. In 
the second half of 1991 resale prices 
declined across Ontario’s CMAs, 
with only London, Ottawa, Sudbury 
and Thunder Bay demonstrating 
modestly increasing average resale 
price trends. The monthly numbers 
of MLS home resales were on a 
downward trend in all Ontario 
CMAs except for the northern cities 
of Sudbury and Thunder Bay. 


1992-93 Outlook 


Economy to Strengthen 


Following two consecutive quarters 
of employment increases from the 
first quarter’s recessionary trough, 
employment levels fell by 0.3 per 
cent in the last quarter of 1991. Per- 
manent job losses during this reces- 
sion have primarily hit the lower 
wage industries, with the younger 15 


Housing Starts 
Units Thousands (Qtrly) 
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to 24 year old age bracket affected 
the most. The high vacancy rates in 
1991 have been a result of first-time 
purchases at the more affordable 
1991 price levels and also as a result 
of "doubling up" among younger 
and lower income renters. 

The latest available monthly in- 
dicators at the time of the writing of 
this report showed that recession 
ravaged Ontario was having a dif- 
ficult time recovering. The help 
wanted index, which initially 
seemed to have hit bottom at 69 per 
cent in March of 1991, resumed a 
downward trend again in August. 
Retail and automobile sales data 
have shown that consumer con- 
fidence in Ontario remained weak. 
The trend of the real value of 
Ontario retail sales had been flat and 
in a trough since January. 

Economic recovery and migration 
will act to stimulate Ontario housing 
markets in the next two years. 
Ontario employment will enjoy 1.8 
per cent growth in 1992 and 2.7 per 
cent in 1993, supported by a modest 
recovery in the United States and the 
accompanying pro-cyclical growth 
of the manufacturing sector. Real 
Ontario GDP is expected to grow 3.6 
and 4.4 per cent respectively. As dis- 
couraged workers re-enter the labour 
force, the unemployment rate will 
remain high initially at 9.6 per cent 
in 1992, but decline gradually to 8.9 
per cent in 1993. Higher Canadian 
immigration quotas in 1992 and 
1993 will increase the net interna- 
tional immigration to Ontario, while 
the improving economic climate will 
encourage a growing net interprovin- 
cial migration to the province. The 
resulting total net migration to 
Ontario is expected to grow by 19 
per cent to 91,000 in 1992, and by a 
further 12 per cent to a near record 
level of 102,000 in 1993. 


Migration and Housing Starts 
Number of Persons and Units 
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Housing Market 
1992-1993 


Encouraged by lower interest rates, 
economic recovery and high net 
migration levels, Ontario housing 
starts are expected to rise by a third 
from 52,794 in 1991 to 70,000 this 
year and to 75,800 in 1993. The long 
term trend in the construction of the 
more expensive single-detached 
form of housing demanded by baby 
boom move-up buyers was inter- 
rupted by the recession. When this 
trend resumes in 1992, it will lead to 
higher and proportionately larger 
numbers of single-detached housing 
starts. As a result single-detached 
home starts will jump almost half to 
39,100 and then rise further to 
44,600 in 1993. 

Row and apartment condominium 
units experienced a declining absorp- 
tion trend throughout 1991; but there 
was also a more than 50 per cent 
decline of supply (units which are 
either under construction or com- 
pleted and unoccupied). It is an- 
ticipated that condominium 
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absorption levels will pick up with 
the economy causing the number of 
condominium starts to increase 
modestly to 7,200 in 1992 from their 
recessionary low of 4,482 in 1991. A 
further increase of condominium 
starts to 9,900 units is expected in 
OOD: 

Government assisted rental unit 


production in 1992 will help stimu- 
late employment during Ontario’s 
recovery from its deep recession. 
Most of Ontario’s rental unit produc- 
tion will continue to be government 
assisted. In 1991 just under three 
quarters of rental unit starts received 
assistance. Over three quarters of the 


assisted rental units received 
unilateral aid from the government 
of Ontario while the remainder 
received assistance from both the 
federal and provincial governments. 
The number of government assisted 


rental starts will increase by a fifth 
to 15,941 units in 1992, when con- 
struction begins on the relatively 
large number of recent commitments 
made under Ontario’s programs such 
as "Homes Now". Rental unit starts 
will progressively decline as provin- 
cial construction commitments are 
fulfilled. There will be a total of 
11,700 assisted rental starts in 1993. 
Private rental construction in On- 
tario will continue to be low in the 
next two years as a result of high 
vacancy rates and the shift by 
builders to produce government as- 
sisted units. The decline in private 
rental starts will be more than a third 
in 1992, with approximately a 25 per 
cent rebound in 1993 coinciding 
with the decline in the number of 
government assisted rental starts. 
Resale markets will stabilize in 
1992 and show renewed strength in 


of Ontario home resales and resale 
prices experienced in the second half 
of 1991 will stabilize in the first half 
of 1992 as Ontario employment 
growth brings back consumer con- 
fidence and consumers finally begin 
to take advantage of the lower inter- 
est rates. First-time buyer activity 
will continue to dominate the resale 
market keeping resale price gains 
modest throughout 1992. This year’s 
annual average resale price of 
$170,000 will be 2.1 per cent lower 
than in 1991. In 1993, amidst a 
much healthier Ontario economy, the 
annual average resale price is ex- 
pected to rise 3.5 per cent, which 
will be close to the general rate of in- 
flation. Home resales will be 1.5 per 
cent higher in 1992, and will jump 
by 9.4 per cent in 1993. = 


1993. The month by month declines 


Key Provincial Indicators 
ONTARIO 


erie 1991 1992") 1993"? 

Real GDP (% Change) -0.9 3.6 4.4 
Employment (% Change) -3.4 1.8 Dey 
Unemployment Rate (%) 9.6 9.6 8.9 
Housing Starts (Units) 

Total 52794 70000 75800 

Singles 26290 39100 44600 

Multiples 26504 30900 31200 
MLS* Sales (Units) 126164 128000 140000 
Average MLS* Price (Dollars) Lia T0s 170000 176000 


(F) Forecast by CMHC. 
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Manitoba 


by Richard Goatcher 


m Manitoba follows the national 
economy into recovery in 1992, 
with demand for new homes im- 
proving by the third quarter. 


m@ Stronger consumer confidence 
will boost provincial housing 
starts by 22 per cent to around 
2,400 this year and 2,900 in 1993. 


m@ Buyers’ market conditions in Win- 
nipeg give way to a balanced 
market in late 1992, with con- 
tinued improvement into 1993. 


m Lower rental market vacancies 
forecast for Winnipeg. 


1991 Housing Starts 
Fewest on Record 


Demand for housing in Manitoba ex- 
perienced a brief resurgence during 
the late spring and summer of 1991, 
as interest rates fell and the economy 
appeared on the verge of recovery. 
However, the weak provincial 
economy, especially in the first and 
fourth quarters of 1991, and con- 
tinued out-migration resulted in an 
overall decline in new house activity. 
Total urban housing starts in 1991 
fell by 37 per cent, representing the 
lowest level of activity recorded in 
Manitoba in the 44 years CMHC has 
been gathering housing statistics. 


PROVINCIAL HOUSING OUTLOOKS 


The province’s resale markets ex- 
perienced modest growth in 1991, 
with falling mortgage rates and affor- 
dable prices luring first-time buyers 
into the market. Residential sales 
recorded by the province’s four MLS 
boards increased by 1.8 per cent 
while supplies of new listings 
declined. Average prices remained 
largely unchanged at $80,450. 

Recession and job losses forced 
many Winnipeg renters to double-up 
during 1991. This, in combination 
with increased movement into resale 
homeownership, caused Winnipeg’s 
rental apartment vacancy rates to 
remain high last year. Vacancies in 
the city’s privately-initiated apart- 
ment structures of three or more 
units rose modestly in October 1991 
to 6.6 per cent, up by 0.2 per cent 
from the same month last year. 


1992-93 Outlook 


Manitoba Economy to 
Experience Modest 
Recovery in 1992 


The demand for housing is in- 
fluenced by income growth, employ- 
ment opportunities, mortgage rates, 
demographic trends and consumer 
confidence. 

Improvements in all these factors 
are expected in Manitoba in 1992. 


On the employment and income 
side, economic growth in Manitoba 
weakened in the fourth quarter, fol- 
lowing a modest expansion during 
the spring and summer, but stronger 
commodity prices, and increased ex- 
ports will improve growth by the 
second half of 1992. Major improve- 


-| ments in consumer and business 


spending will lag until early 1993. 
The province’s exports will 
benefit from renewed growth in the 
rest of Canada and the U.S.. Primary 
metals, wood products, transporta- 
tion-based manufacturers, 
machinery, and food and beverages 
will all profit from improved 
demand and increased export earn- 
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ings. Other primary industries, such 
as agriculture and forestry, will see 
stronger commodity prices in 1992, 
leading to increased spending and 
employment in the following year. 
Hydro-generation will experience in- 
creased export earnings associated 
with the completion of the Lime- 
stone generating station. Non- 
residential construction will increase 
in 1993 due to activities such as the 
Flin Flon smelter upgrade, the expan- 
sion of Boeing’s Winnipeg plant and 
site preparations for the Conawapa 
power station, but growth will be 
moderated by the closure of the 
Canadian Forces Base in Portage La 
Prairie and its replacement by a 
private-sector flight school. As a 
result, real Gross Domestic Product 
(GDP) will grow by two per cent in 
1992, after a 1.0 per cent drop in 
1991. Growth will increase to 3.0 
per cent in 1993 as the recovery 
gathers strength. 

Population growth in Manitoba 
will remain modest in 1992, but 


migration to other provinces will 
moderate as job prospects in 
Manitoba continue to improve. The 
1992 recovery will lead to an in- 
crease of 6,000 jobs in the province, 
following a drop of over 11,000 last 
year. In 1993, the economy will 
generate an additional 10,000 jobs, 
representing a two per cent increase 
in employment. Since the number of 
new jobs will outpace growth in the 
labour force in both years, unemploy- 
ment will decline. The improved 
labour market, combined with low 
mortgage rates and rising consumer 
confidence, will lead to increased 
household formation and stronger 
housing activity. 


Some Improvement in 
New Home Market 
Anticipated in 1992 


The economic recovery will be 
sluggish in the first half of 1992, 
having a moderating effect on the 
performance of the province’s hous- 
ing markets. Provincial housing 
starts will increase to 2,380 units in 
1992, representing an 22.1 per cent 
advance. Stronger economic growth 
in 1993 will push housing starts to 


2,900 units. Improved demand, par- 
ticularly from move-up buyers, will 
increase single-family construction 
in Manitoba to 1,880 units this year, 
1,300 of which will be initiated in 
Winnipeg. In 1993, single starts will 
reach 2,300 units province-wide. 
High apartment vacancy rates in 
many centres will limit the recovery 
in multiple unit construction in both 
years. 

Improved affordability, associated 
with continued low mortgage rates 
and stable prices, will increase 
demand in resale markets across 
Manitoba. In Winnipeg, buyers’ 
market conditions will give way toa 
balanced market with stronger sales 
outpacing modest gains in new list- 
ings. Sales in the province’s four 
MLS boards will rise 8.2 per cent in 
1992 to 10,300 units, with moderate 
increases in the supply of new list- 
ings. Resale prices will remain large- 
ly unchanged this year as increased 
numbers of first-time buyers purchas- 
ing modestly-priced dwellings hold 
the MLS average down. Continued 
economic growth and sustained con- 
sumer optimism will increase 1993 
MLS sales in Manitoba to 10,500 


Key Provincial Indicators 
MANITOBA 
1991 1992) 1993) 
Real GDP (% Change) -1.0 2.0 3.0 
Employment (% Change) -2.2 Le 2.0 
Unemployment Rate (%) 8.8 8.4 7.6 
Housing Starts (Units) 
Total 1950 2380 2900 
Singles 1589 1880 2300 
Multiples 361 500 600 
MLS* Sales (Units) 9521 10300 10500 
Average MLS* Price (Dollars) 80445 81000 83000 
SOURCES: CMHC, The Canadian Real Estate Association and Statistics Canada. 
(F) Forecast by CMHC. 
* Multiple Listing Service (MLS) is a registered certification mark owned by The Canadian Real Estate 
Association. 
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units, with average MLS prices 
rising modestly to near $83,000. 

Reduced inventories of new apart- 
ments and stronger demand produced 
by increased employment and house- 
hold growth in 1992 will allow 


| PROVINCIAL HOUSING OUTLOOKS 


Winnipeg’s rental apartment vacancy 
rates to experience steady declines 
throughout the forecast period. The 
vacancy rate in Winnipeg will drop 
to 5.8 per cent by October 1992, and 
4.6 per cent by October 1993. Rental 


increases in 1992 will remain below 
the general inflation rate in Winnipeg 
due to an oversupply of apartment 
units. & 


Saskatchewan 


by Paul Caton and Bruce McDonald 


@ Stronger growth in the economy 
and improved consumer con- 
fidence will increase demand for 
housing in Saskatchewan. 


m Modest increase in housing starts 
projected. 


m Vacancy rates in rental accom- 
modation to decline marginally in 
Regina/Saskatoon. 


Housing Markets Reach 
Lowest Level on Record 
in 1991 


Housing starts in 1991 were 998, 
down 30 per cent from 1990. The 
primary reasons for this were out- 
migration and weak consumer con- 
fidence. New housing construction 
and the resale market began to 
recover in the last quarter of 1991 as 
a result of lower interest rates. 
First-time home buyers have dis- 
appeared from the new housing con- 
struction market in recent years. The 
potential number of first-time home 
buyers has naturally declined due to 


aging of the population and out- 
migration of young people. 
Moreover, the relatively low rental 
rates and affordable resale house 
prices mean that first-time 
homebuyers are either remaining in 
rental accommodation or buying ex- 
isting housing units. 

The resale market favoured 
buyers in 1991 as listings remained 
high relative to sales. Declines in the 
average resale price were seen 
throughout the province. 

Vacancy rates in urban centres 
declined throughout 1991. A rise in 
the urban population, affordable 
rents and consumer uncertainty have 
fuelled demand for rental housing. 
Although vacancies are down, a 
surplus of rental accommodation ex- 
ists and has prevented rents from 
increasing. 


1992-93 Outlook 


Saskatchewan Economy 
to Improve 


Saskatchewan’s economy is forecast 
to grow by 2.2 per cent in 1992 and 


2.5 per cent in 1993. Growth in 1992 
will stem from manufacturing out- 
put, mining, and increased residen- 
tial construction due to lower 
interest rates and improved con- 
sumer confidence. Construction 
projects such as the Bi-Provincial 
heavy oil upgrader, Saferco fertilizer 
plant and Millar Western pulp mill, 
which were responsible for construc- 
tion activity in 1991, will begin 
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1992-93 Forecast. 
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production in 1992 and add to 
manufacturing output. 

In 1991, Saskatchewan produced 
its largest grain crop on record as a 
result of better than normal growing 
conditions. Despite this, agricultural 
income remained low in 1991 due to 
poor prices in world grain markets. 
Agricultural output is expected to 
decline in 1992 and stabilize in 
1993, assuming average growing 
conditions return. The lack of agree- 
ment at the latest round of GATT 
negotiations and continued difficul- 
ties in world grain markets suggest 
poor prospects for farm income in 
the foreseeable future. 

Employment in the province in 
1991 remained at the 1990 level. 
The number of jobs is forecast to in- 
crease by 2,000 in 1992 and another 
2,000 in 1993 as the general 
economy improves and large 
employers, such as Crown Life and 
Farm Credit Corporation, move to 
the province. The unemployment 
rate, which was 7.4 per cent in 1991, 
is forecast to increase to 7.6 per cent 


in 1992 due to lower out-migration 
from the province. The number of 
new jobs created will not keep pace 
with growth in the labour force. 

Out-migration from Sas- 
katchewan responds to relative 
economic conditions in other provin- 
ces. Since economic conditions in 
nearby provinces are not anticipated 
to improve significantly in 1992, out- 
migration will be below the high 
levels experienced in recent years. It 
will increase in 1993 as the 
economies in neighbouring provin- 
ces improve relative to 
Saskatchewan. 


Housing Starts Begin 
Recovery in 1992 


Housing markets in urban centers 
will experience increased activity in 
1992 and 1993 as a result of 1m- 
proved consumer confidence, lower 
mortgage rates, relocation of major 
employers from Ontario and migra- 
tion rural residents to larger urban 
centers. 

Housing starts in Saskatchewan 
are forecast to be 1,325 in 1992 and 
remain at 1,350 in 1993 compared to 
998 in 1991. Larger, single-family 


houses along with a small number of 
luxury and semi-luxury condomin- 
iums will predominate starts in 1992 
and 1993. An increasing number of 
households in the 35 and over age 
group indicates that the majority of 
the demand for new housing will 
come from move-up buyers, empty- 
nesters and seniors. New house 
prices in most parts of the province 
should remain stable due to the 
availability of resale housing. 

In the last quarter of 1991, the 
number of active listings declined 
and sales volumes increased. Sales 
are forecast to increase in 1992 asa 
result of lower mortgage rates and 
this will place upward pressure on 
the prices of homes in some resale 
markets. Listings will remain rela- 
tively high in most centres and these 
markets will continue to favour 
buyers. 

Vacancy rates in urban rental 
markets should continue to decline. 
The rate of decline in vacancies will, 
however, be slowed by the shift of 
renters to home ownership. Rising 
operating costs will place consider- 
able pressure on landlords to main- 
tain income and increase rents in the 


Key Provincial Indicators 


SASKATCHEWAN 
1991 1992") 1993"? 
Real GDP (% Change) Nes DO? Ze 
Employment (% Change) 0.0 0.4 0.4 
Unemployment Rate (%) 7.4 TO) Tao) 
Housing Starts (Units) 
Total 998 {325 1350 
Singles Weis 1025 1050 
Multiples 223 300 300 
MLS* Sales (Units) 6505 6810 7060 
| Average MLS* Price (Dollars) . 67697 71000 ‘ 72500 


(F) Forecast by CMHC. 


Association. 


SOURCES: CMHC, The Canadian Real Estate Association and Statistics Canada. 


* Multiple Listing Service (MLS) is a registered certification mark owned by The Canadian Real Estate 
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future. However, the surplus of rent- 
al housing in Saskatchewan will 
mean that there will be little oppor- 
tunity for rental rate increases and 
no opportunity for new construction 
in 1992 and 1993. 


PROVINCIAL HOUSING OUTLOOKS 


Alberta 


by Laurie Scott and David Peever 


m Economy sustained by investment 
in 1992 


mw New construction to revive with 
lower interest rates 


m@ Increased affordability a boon to 
first-time buyers 


Market Slows in 1991 


In many respects 1991 was a disap- 
pointing year for Alberta housing 
markets. Consumer confidence 
declined as a result of large layoffs 
in the public and private sectors, as 
well as news of the recession in 
Central Canada. Combined with 
weaker GDP growth, the result was a 
decline in new construction of 27.5 
per cent from 1990’s banner levels, 
to 12,492 units. The fourth quarter, 
however, was relatively firm, with 
total starts up nearly four per cent 
over the third quarter. The real estate 
market followed a slightly different 
course, with a soft fourth quarter 
finishing off an otherwise active 
year. MLS residential sales neverthe- 
less rose 3.9 per cent over 1990, 


Rural areas will not share in the 
increased activity of urban centres 
in 1992 and 1993 due to migration to 
larger cities and towns. This migra- 
tion stems from a depressed rural 
economy hurt by low grain prices. 


Fewer housing starts, low resale ac- 
tivity and high vacancies will remain 
the norm. & 


while the average resale price 
climbed a modest 2.6 per cent. 
Rental markets province-wide 
were soft compared to 1990. Al- 
though the provincial vacancy rate 
declined by 1.9 percentage points be- 
tween April and October, both of 
CMHC’s surveys found higher 
vacancy rates than the previous year. 


1992-93 Outlook 


A Stronger Economy in 
1992 


Economic growth 1s key to the 
health of housing markets, in that it 
provides consumers with the employ- 
ment, income, and confidence to in- 
vest in a home. The Alberta 
economy is poised to strengthen in 
1992, although the growth will be 
less vigourous than elsewhere in 
Canada. The province has been 
shielded from the national recession 
by high levels of investment in ener- 
gy, forestry and petrochemicals. 
Some of these projects, such as the 
natural gas processing plant at 


Caroline and the heavy oil upgrader 
at Lloydminster, will essentially be 
completed in 1992. 

For much of the year, however, in- 
vestment spending will provide a 
platform from which the consumer 
will boost economic growth, to 2.2 


| per cent (after inflation) from an es- 


timated 0.9 per cent in 1991. Lower 
interest rates will play a key role in 
the revival of consumer confidence. 
In 1993 an improved energy sector 
outlook, resulting from the avail- 
ability of new gas pipeline capacity, 
will compensate for the decline in in- 
vestment. Real GDP growth on the 
order of three per cent is anticipated. 

Alberta continues to benefit from 
in-migration. Current estimates sug- 
gest that nearly 21,000 more people 
moved to Alberta than left the 
province in 1991. Of these, just over 
one third came from other provinces, 
notably Ontario and Saskatchewan. 
As the economies of these provinces 
improve in 1992 and 1993, fewer 
people will be inclined to move to 
Alberta. Net migration is expected to 
total 18,500 in each of the next two 
years. 
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New Construction to 
increase 


The new home market will be the 
chief beneficiary of the improved 
economy. Housing starts are ex- 

pected to increase 24.1 per cent in 
1992, and a further 4.8 per cent in 
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Estate Association. 


1993. The mix of single-family ver- 
sus multiple-family homes will dif- 
fer depending upon the centre. In 
Edmonton, recent strength in single- 
family and multi-family construction 
is expected to continue, while the 
Calgary market will see gains driven 
mainly by higher demand for single- 
family homes. Industrial projects an- 
nounced or underway will support 
the new home markets of smaller 
centres as well. Examples include 
the decision by Pratt and Whitney to 
locate a new plant in Lethbridge, the 
new pulp mill in Athabasca and the 
new Dow Chemical project in Fort 
Saskatchewan. 

Average new home prices are ex- 
pected to rise only modestly, as ac- 
tivity is concentrated in the first- 
time buyer market. In addition, 
builders will find it difficult to in- 
crease prices early in the recovery, 
as consumer confidence will remain 
fragile. Statistics Canada’s New 
Housing Price Index is expected to 
rise 2.5 per cent in Edmonton, and 
by less than two per cent in Calgary. 
Stronger price growth is expected in 
1903; 


Affordability to Dominate 
Resale 


In the first half of 1992, the resale 
market will be driven by afford- 
ability. Buyers’ market conditions in 
the latter part of 1991 meant that the 
prices of existing homes grew only 
slowly, and failed to keep pace with 
inflation. At the same time, the 
decline in interest rates to levels last 
seen in the 1970s considerably en- 
hanced affordability. As such, the 
real estate market will be dominated 
by the first-time buyer in the early 
part of the year. 

The 1992 and 1993 outlook is for 
resale markets with a better balance 
between the interests of buyers and 
sellers. Price growth was suppressed 
in 1991 by the large number of ac- 
tive listings, brought about in part by 
the uncertain employment situation. 
Improved confidence in the econ- 
omy should help moderate the sup- 
ply of existing homes for sale. When 
combined with increased sales, 
higher price growth will result. 

The equity growth resulting from 
the influx of first-time buyers will 
strengthen the "move-up" market, 
which in turn will be the focus of ac- 


Key Provincial Indicators 
ALBERTA 


1991 1992"). 1199340 

Real GDP (% Change) 0.9 pee S30 
Employment (% Change) 12 1.6 We 
Unemployment Rate (%) 8.2 8.1 eh 
Housing Starts (Units) 

Total 12492 15500 16250 

Singles 9778 12150 12600 

Multiples 2714 3350 3650 
MLS* Sales (Units) 34360 37000 37400 
Average MLS* Price (Dollars) 111482 116000 122000 


(F) Forecast by CMHC. 


Association. 


SOURCES: CMHC, The Canadian Real Estate Association and Statistics Canada. 


* Multiple Listing Service (MLS) is a registered certification mark owned by The Canadian Real Estate 
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tivity later in 1992 and into 1993. 
MLS residential sales are expected 

to rise 7.7 per cent in 1992, and a fur- 
ther 1.1 per cent in 1993. The focus 
on affordable housing will make for 
limited growth in the average resale 
price: just over four per cent in 

1992, rising to 5.2 per cent in 1993. 


British 


Columbia 


by Helmut Pastrick 


m@ Housing starts turn in a very 
strong performance in the fourth 
quarter while housing sales bot- 
tom out. 


@ Economic growth gains momen- 
tum in 1992 and in 1993. 


@ Record housing market activity 
expected in 1993. 


Starts End Year on 
Strong Note 


Housing starts climbed to their 
highest level this year in the fourth 
quarter. The starts recovery phase 
began in the second quarter of 1991 
and it has been quite strong, especial- 


Renters Have Excellent 


PROVINCIAL HOUSING OUTLOOKS 


Opportunity to Buy 


In much of Alberta, vacancy rates in 
1991 were too high to allow after- 
inflation rent growth. In Edmonton a 
slightly tighter market is expected, 
however, strong movement towards 
home ownership will continue to 
maintain vacancy rates in the 2 to 3 


per cent range. In Calgary, the vast 
improvement in affordability, com- 
bined with the province’s highest 
rents, will increase vacancy rates in 
the first half of the year. In both 
cities rent increases will remain 
modest over the next year with rents 
rising by three per cent or greater in 
Edmonton, but somewhat less in Cal- 
gary. @ 


ly in the fourth quarter. Declining 
mortgage rates was a demand 
catalyst as was high in-migration to 
the province. Unsold inventory 
levels have come down which has 
also been a factor behind the surge 
in starts. Rising builders’ optimism 
about the market contributed to the 
strong fourth quarter performance. 

Existing housing sales likely bot- 
tomed out in December after declin- 
ing steadily from record levels in the 
second quarter. This could be an en- 
couraging sign that sales will be on 
the verge of another upswing. Sales 
activity in the mid to lower priced 
categories tended to be more robust 
than in the upper price ranges. The 
first-time buyer has come back in 
greater numbers since affordability 
has been much improved due to 
lower mortgage rates. 


Conditions in the rental market 
eased due to the exit of some renters 
to the ownership market. The vacan- 
cy rate was up from a year ago and 


rent increases declined. Rental 
production picked up moderately, 
however, due to some government 
supported activity and lower 
mortgage rates. 


| 


1992-93 Outlook | 


Stronger Economy Ahead 


The B.C. economy is forecast to per- 
form more vigorously over the next 
two years. Exports are expected to 
pick up which will be led by the lum- 
ber sector and followed by the other 
forest products. Tourism is also ex- 
pected to be a more active sector as 
U.S. economic growth increases. 
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Non-residential investment will be 
weak in 1992 but it should grow in 
1993 as the economy approaches full 
operating capacity. The industrial 
and commercial markets are fairly 
stagnant presently but this will very 
likely improve in 1993. Consumer 
spending will begin to pick up as 
confidence is rebuilt, after losing 
some ground in the second half of 
1991, and this will first be evident in 
the interest rate sensitive sectors 
such as housing. Lower interest rates 
will be the catalyst propelling the 
economy in 1992. This momentum 
will intensify in 1993, raising con- 
sumer and business confidence, 
which will increase spending and cre- 
ate jobs. 

Employment growth is expected 
to mirror economic growth over the 
next two years. Employment will 
likely increase more moderately 
however as firms attempt to improve 
productivity through a more efficient 
use of human resources. Employ- 
ment growth is forecast to be about 
two per cent in 1992 and rise to 
about three per cent in 1993. Un- 
employment rates in 1992 are ex- 
pected to remain close to last year’s. 
In 1993 that rate will likely be down 
to about nine per cent. 

Population growth is another im- 
portant factor driving housing 
demand in B.C. High levels of in- 
migration continued in 1991 and this 
is forecast to prevail during the next 
two years as well. Interprovincial 
migration to B.C. started to subside 
last year and this is expected to con- 
tinue this year. However, internation- 
al migration is expected to increase, 
which will partially offset this loss. 
In 1993, migration from other 
provinces is forecast to rise as the 
B.C. economy generates more jobs. 


Record Sales and Starts 
Expected in 1993 


Housing market activity is forecast 
to reach new highs in 1993. Housing 
sales (MLS) and housing starts will 
be pushed higher due to lower 
mortgage rates, high population 
growth, rising consumer confidence, 
and a steadily growing economy. 
This year will not likely see record 
levels but in 1993 conditions seem 
ripe to break the old records. The 
housing market cycle is in an early 
recovery phase and has several more 
quarters to run under current assump- 
tions before reaching a peak. 

The housing market will initially 
be strongest in those segments which 
cater to the low equity buyer. First- 
time buyers will be drawn out by 
low mortgage rates and will be able 
to purchase housing in the low to 
mid price ranges. These price seg- 
ments were the strongest in 1991 as 
well. As the recovery progresses, 
there will be a gradual shift to more 
demand in the higher priced seg- 
ments. This will be more evident in 
1993 

The existing housing market in 
1992 is expected to see high sales 
volume but without excessive price 
increases. Sales volumes are forecast 
to be about the same as in 1991 but 
without the large swing which oc- 
curred during the year. The first half 
is likely to be stronger than the 
second half, reaching a high around 
mid-year. Price increases are 
forecast to be close to the rate of in- 
flation since there will be an ade- 
quate supply of listings. During 
1993, there is a greater chance of 
higher price increases as sales begin 
to accelerate. 

New housing activity is forecast 
to rise in 1992 to 39,500 units from 
31,875 units last year. Starts will 
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likely subside moderately in the first 


q 
q 


uarter from the very strong fourth 
uarter pace. A pick up in the trend 


is expected in the second half of the 


Mi 


ear which will carry into 1993, 


Starts are forecast to break the old 


1981 record of 41,585 units with 
starts of 44,100 units in 1993. 

The single-detached and multiples 
sectors are expected to have more ac- 
tivity but with multiples growing 
more quickly. In the two 
metropolitan areas of B.C., the lot 
supply for houses will tend to put a 
limit on the production and affor- 
dability of units. There will be a 
growing need for more small lot and 
townhouse land as well as medium 
density apartment land than present- 
ly exists. Government and industry 
seem ready to meet this demand, 
which will increase multiples starts 
activity. The new provincial govern- 
ment may introduce some programs 
to enhance affordable ownership. 

Condominium starts are forecast 
to grow to 11,525 units in 1992 and 
14,600 units in 1993. The latter 
would be a record level. This sector 
can deliver the most affordable 
ownership housing as well as pro- 
vide more expensive housing for 
empty nesters and mature singles 
and couples. High-rise condominium 


buildings will likely be at modest 
rates during 1992 as some unsold in- 
ventory gets sold off. In 1993, how- 
ever, this market should witness a 
surge in activity. 

Rental production will be rising 
moderately due to some government 
activity and to low mortgage rates. 
The B.C. Rental Supply Plan is still 
producing some units and the Van- 


couver Land Corporation is becom- 
ing a more active player. New 
provincial government initiatives are 
a possibility as well. The rental 
vacancy rate is forecast to decline 
slowly through the period. @ 


Key Provincial Indicators 
BRITISH COLUMBIA 


199] 1992 1993" 

Real GDP (% Change) 0.6 Pee | 3.8 
Employment (% Change) ie) val io 
Unemployment Rate (%) Ie 9.8 9 
Housing Starts (Units) 

Total 31875 39500 44100 

Singles 18335 21500 22500 

Multiples 13540 18000 21600 
MLS* Sales (Units) 84554 87800 91500 
Average MLS* Price (Dollars) 168235 176000 189000 


(F) Forecast by CMHC. 


Association. 


SOURCES: CMHC, The Canadian Real Estate Association and Statistics Canada. 


* Multiple Listing Service (MLS) is a registered certification mark owned by The Canadian Real Estate 
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Housing Starts 


Total 
(units and annual per cent change) 


1987 1988 1989 1990 1991 1992) 1993) 
NFLD 2682 3168 3536 3245 2836 3650 3900 
Jo JA0 eal 11.6 0) “12.6 28.7 6.8 
PEI 933 key 815 762 ao 635 650 
%o 15.0 23.4 0) 6.5 274 14.8 2.4 
NS 6460 5478 5359 5560 5173 5000 5100 
To =f4y7 562 “yy 3.8 a0) “303 2.0 
NB 3716 3621 3681 2683 2872 3100 3500 
% Esai 6 167 =| 7.0 7.9 12.9 
QUE 74179 58062 49058 48070 44654 38900 47500 
% 22.9 ERY) 585 210 7/4 2129 2 
ONT 105213 99924 93337 62649 52794 70000 75800 
To 29.1 0 -6.6 -32.9 Shed 32.6 8.3 
MAN 8174 5455 4084 3297 1950 2380 2900 
% 6.2 S265 25m -19.3 -40.9 Dox 21.8 
SASK 4895 3856 1906 14g 998 1325 1350 
% =| ty) -50.6 257 -29.6 B08 1.9 
ALTA 10790 11360 14712 7227 12492 15500 16250 
% DID 528) 29.5 eal 275 24.1 4.8 
BC 28944 30487 38894 36720 31875 39500 44100 
%o 39.9 5.3 27.6 -5.6 130 23.9 11.6 
CAN 245986 227562 25382 181630 156197 *180000  *201000 
%o pea -9.5 =32 57 -14.0 152 Les 


SOURCE: CMHC. 
(F) Forecast. 
* Total does not add due to rounding. 
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Housing Starts 


Singles 
(units and annual per cent change) 
1987 1988 1989 1990 199] 1992) 1993") 
NFLD 2530 2839 2932 2468 2135 2550 2800 
% 37 19.2 3.3 “15.8 1315 19.4 9.8 
PEI 699 704 456 483 376 460 500 
% -10.7 0.7 E352 5.9 I) ye 8.7 
NS 4120 3867 3361 3639 2604 3000 3400 
% -9.5 -6.1 Blau 8.3 -28.4 15.2 13.3 
NB 2957 2953 2909 2137 2154 2350 2800 
% -8.6 -0.1 et 5 -26.5 0.8 9.1 19.1 
QUE 31430 27724 24493 24942 22531 21200 24800 
% 32.7 Shi: ly 1.8 204] 5.9 17.0 
ONT 64929 57099 53511 32425 26290 39100 44600 
% 15.0 O71 -6.3 -39.4 -18.9 48.7 14.1 
MAN 4631 3601 2966 2847 1589 1880 2300 
% 38 90) -17.6 -4.0 -44,2 18.3 22.3 
SASK 2995 2246 1383 1087 775 1025 1050 
% -20.6 25.0 -38.4 -21.4 DR] 32.3 oA 
ALTA 9495 9671 12345 13809 9778 12150 12600 
% 32.9 1.9 27.6 11.9 -29.2 24.3 3.7 
BC 16353 17761 21612 18478 18335 21500 22500 
% 26.1 8.6 Deg -14.5 -0.8 17.3 4.7 
CAN 140139 128465 125968 102315 86567 *105200 *117300 
%o 16.8 2833 1.9 “18:8 -15.4 21.5 11.5 
Multiples 
(units and annual per cent change) 
1987 1988 1989 1990 1991 1992 1993") 
NFLD 152 329 604 ITA 701 1100 1100 
% -40.6 116.4 83.6 28.6 -9.8 56.9 0.0 
PEI 234 447 359 279 177 175 150 
% -28.4 91.0 219.7 -22.3 -36.6 Shy -14.3 
NS 2340 1611 1998 1921 2569 2000 1700 
%o IS 312 24.0 -3.9 33.7 Sos -15.0 
NB 759 668 77. 546 718 750 700 
% -6.4 -12.0 15.6 -29.3 31.5 4.5 -6.7 
QUE 42749 30338 24565 23128 22123 17700 22700 
% 16.6 -29.0 -19.0 E58 -4.3 -20.0 289 
ONT 40284 42825 39826 30224 26504 30900 31200 
% 61.0 6.3 70) Ad 12:3 16.6 1.0 
MAN 3543 1854 1118 450 361 500 600 
% ae: SATar -39.7 -59.7 -19.8 38.5 20.0 
SASK 1900 1610 523 330 223 300 300 
% 9.2 -15.3 -67.5 -36.9 -32.4 34.5 0.0 
ALTA 1295 1689 2367 3418 2714 3350 3650 
% -1.6 30.4 40.1 44.4 -20.6 23.4 9.0 
BC 12591 12726 17282 18242 13540 18000 21600 
%o 63.1 1.1 35.8 5.6 58 32.9 20.0 
CAN 105847 94097 89414 79315 69630 *74800 *§3700 
%o 32.7 14 -5.0 113 SOS 7A 11.9 


SOURCE: CMHC. 
(F) Forecast. 


* Total does not add due to rounding. 
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Housing Starts 


Detail of Multiple Starts 


(units) 
Private Assisted Total Other 
Rental Rental Rental Condo Semi/ 
Row/Apt Row/Apt Row/Apt Row/Apt Row/Free TOTAL 

NFLD 

1991 50 a MOT 0) 474 701 

1992 146 300 446 24 630 1100 

1993 242 238 480 0 620 1100 
PEI 

1991 101 45 146 0 3] a 

1992 WS 84 159 0 16 NWS 

1993 80 60 140 0 10 150 
NS 

1991 2092 156 2248 70 Dil 2569 

1992 1100 200 1300 200 500 2000 

1993 850 300 1150 100 450 1700 
NB 

1991 431 113 544 28 146 718 

1992 500 110 610 90 50 750 

1993 410 130 540 100 60 700 
QUE 

199] 8036 1100 9136 4863 8124 2223 

1992 7300 900 8200 3700 5800 17700 

1993 13000 1000 14000 5000 3700 22700 
ONT 

199] 4823 13173 17996 4482 4026 26504 

1992 2961 1594] 18902 Taleo 4828 30900 

1993 3726 11684 15410 9914 5876 31200 
MAN 

1991 123 62 185 162 14 361 

1992 170 160 330 140 30 500 

1993 XY 180 400 160 40 600 
SASK 

199] 12, 42 54 81 88 BS 

1992 20 75 95 WD 33 300 

1993 20 75 95 IS\7/ 48 300 
ALTA 

199] 500 200 700 1614 400 2714 

1992 500 200 700 1950 700 3350 

1993 745 200 945 1850 855 3650 
BC 

199] 2850 1249 4099 8267 1174 13540 

1992 3800 1300 5100 S'S Ii 18000 

1993 4000 1500 5500 14600 1500 21600 
CAN 

199] 19018 16317 35335 19567 14728 69630 

1992 16572 19270 35842 24971 13962 *74800 

1993 23293 15367 38660 31881 13159 *83700 


SOURCE: CMHC. 
1991 Actual, 1992-93 Forecast. 
* Total does not add due to rounding. 
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Housing Starts 


Total New House Price Index* 
(annual per cent change) 


1987 1988 1989 1990 1991) = 4992) 1993) | 
p> 1.JOHN'S 5.0 23 5.4 3.6 He 4.0 5.0 
HALIFAX 3.3 3.8 1.9 0.3 -0.3 3.5 4.0 
SAINT JOHN: 4.8 2.9 a5 1.4 0.9 1.5 3.0 
QUEBEC CITY 8.9 8.7 6.9 3.3 2.9 4.0 6.0.5 9) 
MONTREAL 15.0 9.6 3.3 shal 0.7 2.0 4.0 
OTTAWA a 6.6 Se 3.9 -0.3 1.0 4.0 
TORONTO 26.2 16.6 22.4 Says AS LAO -0.3 
HAMILTON 16.8 11.6 8.4 2.3 -6.0 2.0 3.0 
ST. CATHARINES 12.5 6.6 8.4 6.9 13.3 et 5.0 
KITCHENER 14.4 9.0 10.3 2.0 egal 1.9 2.3 
LONDON 16.1 7.8 9.8 Sl 0.6 35 De, 
WINDSOR 6.7 52 8.9 4.4 0.1 3.4 28 
WINNIPEG 5.9 ell -0.5 1.9 A) 1.0 2.0 
REGINA 3.6 125 1.6 1.9 ee hes 1.5 
SASKATOON 4.2 1.8 0.8 0.7 -0.8 1.0 1.0 
CALGARY 3.9 8.8 {he 1s -2.9 1.8 6.7 
EDMONTON 4.2 el 8.3 15.9 23 215 3.5 
VANCOUVER 4.5 52 15.7 5a) -8.0 4.7 6.5 
VICTORIA 25 ihe 9.9 7.0 0) 4.5 6.0 
CANADA 13.8 10.4 132 1.4 | i 25 


SOURCE: Statistics Canada. 
(E) Estimate by CMHC. 
(F) Forecast by CMHC. 


* Includes both house and land components. 
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Total Residential Sales 
(units and annual per cent change) 


1987 1988 1989 1990 1991 1992) 1993) 
NFLD 1906 2207 2040 1998 1892 2200 2350 
% ave 163i -8.0 =e 53 16.3 6.8 
PEI 507 505 626 742 764 840 875 
% 8.6 -0.4 24.0 18.5 3.0 9.9 4.2 
NS 5903 5734 5863 6072 5811 6300 6500 
% ce) 9 a) 3.6 “43 8.4 BD 
NB 2948 3518 3490 3316 3259 3400 3500 
% 9.7 19.3 -0.8 -5.0 iby} 4.3 2.9 
QUE 29909 30503 30618 28067 27988 30500 32000 
% 2.4 2.0 0.4 263 03 9.0 4.9 
ONT 134370 160578 142914 102792 126164 128000 140000 
% -6.7 19.5 S00 81 eH) 1.5 9.4 
MAN 12367 11129 10375 9356 9521 10300 10500 
% 3.5 -10.0 -6.8 1 18 82 1.9 
SASK 7875 7301 6850 6405 6505 6810 7060 
% -4.] =73 6.2 g65 1.6 4.7 3.7 
ALTA 27632 30368 36249 33085 34360 37000 37400 
% 16.6 9.9 19.4 Ray 3.9 Ta ie 
BC 56376 67460 83562 58027 84554 87800 91500 
% 222 19.7 23.9 -30.6 45.7 3.8 4.2 
CAN**# 279793 319313 322587 249860 300818 **3 13200 **331700 
% 2.0 14.1 1.0 292)5 20.4 41 5.9 


Average Residential Price 
(dollars and annual per cent change) 


1987 1988 1989 1990 1991 1992) 1993\F) 
NFLD 73416 76828 83285 88654 90822 94500 99500 
% 6.0 4.6 8.4 6.4 2.4 4.0 513 
PEI 58850 65464 74168 69284 71033 73000 75000 
% 8.1 112 13.3 -6.6 2.5 28 vy) 
NS 78885 79591 82328 84650 86462 90000 94000 
% 5.3 0.9 3.4 03 aa 4.1 4.4 
NB 67632 72101 75848 77752 80897 83800 88000 
% 7 6.6 5.2 25 4.0 3.6 5.0 
QUE 86003 95367 100517 100811 102904 108500 116000 
% 15.4 10.9 5.4 0.3 24 5.4 6.9 
ONT 135656 161270 184605 175859 173704 170000 176000 
% 25.4 18.9 14.5 -4.7 5p aa 3.5 
MAN 77031 80427 82401 79961 80445 81000 83000 
% 9.8 4.4 2.5 -3.0 0.6 0.7 25 
SASK 65811 68355 70417 68963 67697 71000 72500 
% 3.2 3.9 3.0 2.1 48 4.9 oA 
ALTA 83905 89554 98542 108675 111482 116000 122000 
% 6.8 6.7 10.0 10.3 2.6 4.1 50 
BC 101916 121040 151504 157616 168235 176000 189000 
Io 9.8 18.8 25.2 4.0 6.7 4.6 7.4 
CAN**# 111404 131526 148776 143432 149756 ** 150900 **159200 
% 173 18.1 eel -3.6 4.4 0.8 5.5 


SOURCE: The Canadian Real Estate Association. 
(F) Forecast by CMHC. 
* Multiple Listing Service (MLS) is a registered certification mark owned by The Canadian Real Estate Association. 
** Total does not add due to rounding. 
*** Excludes Yukon and Northwest Territories. 
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Vacancy Rate 


Apartment Structures of Three Units & Over 
Privately Initiated, by Metropolitan Area 


(per cent) 
1991 1992 1993 
*Number 
of Units APR OCT APR se OcT") | CAPRE” -OGTk? 
CALGARY 47587 4.1 ad 4.6 319 Bye 3,3 
CHICOUTIMI- 

JONQUIERE 8006 4.8 7 4.6 5.0 4.2 4.4 
EDMONTON 68512 3.5 28 3.4 22 3.0 20) 
HALIFAX 26448 4.1 4.8 a 5.0 4.8 4.2 
HAMILTON 43449 155 1.6 1.8 1.6 185 125 
KITCHENER 26323 4.7 4.3 4.3 37 3.0 25 
LONDON 40322 4.1 3.9 3.5 a) 3.0 2.8 
MONTREAL ~ 461325 5.3 7.2 7.4 8.3 ls 7.6 
OSHAWA 10764 3 3.4 3.0 3.3 7 2 
OTTAWA 62272 14 0.8 1.3 1.0 1.6 ine 
HULL G70 ol 4.9 4.6 4.4 AD 4.2 
QUEBEC CITY 68110 4.3 5.6 52 5.0 4.5 4.5 
REGINA 12712 55 5.6 5.4 4.5 5.0 4.5 
ST. CATHARINES 

NIAGARA 17032 2.9 2.9 23 aa 2.0 2.0 
SAINT JOHN 8028 4.0 4.9 AS 4.0 4.] 3.8 
ST. JOHN’S 4345 4.8 6.9 8.6 5.8 6.4 4.1 
SASKATOON 18239 8.0 6.1 IS 6.5 6.5 5.0 
SHERBROOKE 22980 9.2 9.7 9.5 9.7 9.0 9.0 
SUDBURY 9588 it 0.7 ikl 2.0 25 3.0 
THUNDER BAY 53511 1.4 1.0 iL i 1.4 1.8 joi) 
TORONTO 296769 1.6 158 2.0 1.8 jo) 2.0 
TROIS-RIVIERES 15303 7.4 8.3 7.8 7.6 ial ae 
VANCOUVER 113738 2.3 22 20 1.8 125 13 
VICTORIA 25534 1.3 0.8 12 0.7 1.0 0.5 
WINDSOR 14381 3.9 33 aia 27 oS 2.0 
WINNIPEG 57881 5.9 6.6 6.2 nie ey eee 4.6 

~ CANADA** / 1502711 3.8 4.4 AG 4.6 4.4 4.2 


SOURCE: CMHC. 
(F) Forecast . 
* Total number of units in October 1991. 
** Weighted average of Metropolitan areas surveyed. 
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Housing Completions 


Total 
(units and annual per cent change) 
1987 1988 1989 1990 1991 1992"? 1993") 
NFLD 2836 3220 3783 al 3219 2783 3553 
%o 1822 1335 aks SHS} 2.9 SES oh 
PEI 943 993 927 683 oD 570 690 
%o -19.8 eH) -6.6 -26.3 57 oul 21a 
NS 6488 5793 4904 5477 4905 5318 5279 
%o 443 Oey 153 117 -10.4 8.3 -0.6 
NB 3944 3798 3383 2959 2858 3159 ei7Al 
To =12,4 2857 -10.9 125 34 10.5 13.0 
QUE 68949 65224 50855 52630 42720 41537 45018 
% 21.0 SA 22.0 3.5 e1Si8 258 8.4 
ONT 88609 88727 99817 80562 59622 60840 69740 
% 27.4 0.1 125 -19.3 -26.0 20 14.6 
MAN 7627 5621 6461 4028 2190 2250 2400 
% 3.9 -26.3 14.9 ae -45.6 od 6.7 
SASK 5640 4352 2743 1575 1241 1160 1250 
%o 18 -22.8 37.0 -42.6 SAN) -6.5 7.8 
ALTA 9334 11201 12763 17467 12959 15003 15671 
% 1.8 20.0 13.9 36.9 BOs 15.8 4.5 
BC 23606 27603 21985 37655 29578 36725 41125 
%o 13.4 16.9 15.0 18a es 24.2 20 
CAN 217976 216532 217371 206163 160014. ~=+*169300 ~—*188300 
%o 18.1 07 0.4 pe) 27 4 5.8 (Mee 


SOURCE: CMHC. 
(F) Forecast. 
* Total does not add due to rounding. 
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Housing Completions 


Singles 
(units and annual per cent change) 
1987 1988 1989 1990 1991 1992") 1993") 
NFLD 2521 2961 3217 2434 2402 2053 2591 
% 13.7 17.5 8.6 -24.3 re -14.5 26.2 
PEI 728 678 539 391 438 400 500 
% -7.6 -6.9 -20.5 CoS 12.0 9) 25.0 
NS 4190 3597 3274 3473 2739 3049 3260 
% -6.4 rid2 -9.0 6.1 ald 11.3 6.9 
NB 3222 3111 2173 2332 2136 2403 2811 
% -1.0 3.4 -10.9 -15.9 -8.4 12.5 17.0 
QUE 29664 28980 24456 27199 21190 21554 24547 
% 32.9 8 EIS 6 ie 221 a 13.9 
ONT 61400 58072 54732 43130 27499 32750 40260 
% 24.6 -5.4 35,8 221.2 -36.2 19.1 22.9 
MAN 4935 3916 3263 3109 1810 1700 1750 
% 17.4 -20.6 210,7 -4.7 41.8 -6.1 2.9 
SASK 3603 2525 1523 lt 884 875 1010 
% -0.6 -29.9 -39.7 POT -20.5 aye 15.4 
ALTA 8168 9586 10956 14699 9967 11818 12583 
% 1.8 17.4 14.3 34.2 B32)? 18.6 6.5 
BC 14816 15785 18736 20111 16072 20975 22450 
% 16.4 6.5 18.7 7.3 22011 30.5 7.0 
CAN 133247 129211 123469 117990 85137 *97600 *111800 
%o 20.1 -3.0 -4.4 -4.4 EDS 14.6 14.5 
Multiples 
(units and annual per cent change) 
1987 1988 1989 1990 1991 1992) 1993") 
NFLD 315 259 566 693 817 730 962 
% 72.1 78 118.5 22.4 17.9 -10.6 31.8 
PEI 215 315 388 292 284 170 190 
% -44.6 46.5 23 -24.7 7 -40.1 11.8 
NS 2298 2196 1630 2004 2166 2264 2019 
% sR -4.4 58 22.9 oa 4.5 -10.8 
NB 722 687 610 627 722 756 760 
% 2.60) -4.8 Am 28 ie! 4.7 0.5 
QUE 39285 36244 26399 25431 21530 19983 20471 
%o 13.3 19) EO 2 37 M3 72 2.4 
ONT 27209 30655 45085 37432 32123 28090 29480 
% 34.0 7 47.1 ET7.0 572) -12.6 4.9 
MAN 2692 1705 3198 919 380 550 650 
% -14:2 -36.7 87.6 -71.3 57) 44.7 ig2 
SASK 2037 1827 1220 463 357 285 240 
% 40.7 -10.3 23) -62.0 -22.9 -20.2 45,6 
ALTA 1166 1615 1807 2768 2992 3185 3088 
% 1.4 38.5 11.9 53.2 8.1 6.5 -3.0 
BC 8790 11818 12999 17544 13506 15750 18675 
% 8.6 34.4 10.0 35.0 -23.0 16.6 18.6 
CAN 84729 87321 93902 88173 74877 *71800 *76500 
% 15.0 3.1 7.5 -6.1 A51 -4.1 6.5 


SOURCE: CMHC. 
(F) Forecast. 


* Total does not add due to rounding. 
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Labour Markets 


Employment 


(annual per cent change) 


1987 1988 1989 1990 1991 1992) 1993) 
NFLD 7) 5.5 4.0 Oued 20 1.5 2.0 
PEI Ol 3.5 1.4 1.4 =AtD 0.4 1.9 
NS 2.6 4.7 1.9 1.6 -1.9 0.8 ie 
NB 3.5 a0) 1.6 Des Ad 1.0 1.0 
QUE ae 2.8 1.0 0.8 Lp) 2 ins 
ONT 3.6 3.7 1.8 “2 a4 1.8 oT 
MAN a) 0.3 0.8 1.5 2D 1.4 2.0 
SASK 0.4 -0.4 eat 0.6 0.0 0.4 0.4 
ALTA 0.4 315 23 1.4 2 1.6 1.9 
BC 2.8 4.0 5.7 2.4 12 pa 2.9 
CAN 28 30 2.0 0.7 44.8 1.5 22 
Unemployment Rate 
(per cent) 
1987 1988 1989 1990 1991 1992") 1993) 
NFLD 17.9 16.4 15:8 17.0 18.4 [87 isa 
PEI 13.4 (3:1 14.0 14.9 16.8 16.0 15.4 
NS 123 10.2 9.9 10.5 12.0 11.6 11.4 
NB 13.1 12.0 12.5 12.1 127 12.3 i271 
QUE 10.3 9.4 9.3 10.1 11.9 11.4 1i2 
ONT 6.1 5.0 ou 6.3 9.6 9.6 8.9 
MAN 7.4 Tis 7.5 aby) 8.8 8.4 7.6 
SASK 7.4 7.5 WS 7.0 7.4 7.6 75 
ALTA 9.6 8.0 12 7.0 82 8.1 1 
BC 11.9 10.4 9.1 gi3 9.9 9.8 9.1 
CAN Ses 7.8 TES 8.1 10.3 10.1 9.7 


SOURCE: Statistics Canada. 
(F) Forecast by CMHC. 
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Demographics 


Total Net Migration 
(number of persons) 


| 1987 1988 1989 1990 1991 ©) 1992) 1993) 
NFLD -5470 -1991 -724 -4262 -1000 1500 1000 
PEI 564 125 305 -1385 =1720 -420 -450 
NS -1010 -630 610 835 2250 700 900 
NB 2315 -959 2203 -289 F1750 -1100 -550 
QUE 13277 12578 22278 25807 24000 24000 26500 
ONT 101335 82292 79554 85730 76423 91000 102000 
MAN -2428 -6254 "47715 -3979 -2250 -1000 -800 
SASK -9467 -14704 -15370 -13815 -8210 -8000 -10500 
ALTA | -17698 5907 10566 21770 21000 18500 18500 
BC 32063 48188 59537 64446 59000 58000 60500 
CAN* | 108851 125152 154184 174858 167743 183180 197100 


SOURCE: Statistics Canada. 

(E) Estimate by CMHC. 

(F) Forecast by CMHC. 

* Excludes Yukon and Northwest Territories. 
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Major Housing Indicators 


Seasonally adjusted at annual rates 
(levels and quarterly per cent change) 


‘90:Q2 90:Q3 90:Q4 O1:O1 ON, O2 OIEOS 91:Q4 
New housing 
Building permits, units, thousands 182 148 135 116 164 182 
% -22.4 -18.5 -9.2 -14.2 41.8 at 
Housing starts, total, thousands 204 164 147 96 [52 181 179 
% -6.4 -19.6 -10.4 -34.7 55:5 Lox -1.1 
Housing starts, singles, thousands 113 93 83 D2 86 101 99 
% -10.3 -17.7 -10.8 reilee 65.4 17.4 -5.9 
Housing starts, multiples, thousands | 71 64 44 66 80 84 
% lke -22.0 -9.9 cmt Ne) 50.0 Zee 5.0 
Housing completions, total, thousands ZA 201 190 183 147 156 158 
% -9.4 -5.2 -5.5 -3.7 -19.7 6.1 Wee 
New house price index, 1986=100 146.1 143.4 139.8 134.4 133.4 134.8 
% -1.1 -1.9 -2.5 -3.9 -0.7 1.0 
Existing housing 
MLS* resales, units, thousands 251.4 243.0 240.6 281.6 369.2 288.6 263.8 
% -18.6 5.0 -1.0 17.0 S11 -21.8 -8.6 
MLS* average resale price, $C thousands 141.9 144.4 140.9 146.1 15602 148.4 146.2 
%o -2.1 1.8 -2.5 3) 6.9 -5.0 -1.5 
Mortgage market 
Mortgages outstanding, $C billions PDD eS, 228.8 232.4 Zo TS 242.4 248.4 
% 2.6 1) 1.6 2.3 1.9 2a 
Mortgage approvals, $C billions 81.6 69.4 78.2 49.9 66.5 OOF 
% -19.8 -14.9 L27 -36.2 Bey 4.8 
l-year mortgage rate, per cent** 14.25 eee 12.83 | Ia) [O25 092 8.92 
5-year mortgage rate, per cent** 14.25 13.67 183 ISL 67 L125 11.42 10.18 
Residential! investment*** 
Total, $1986 billions 362) 34.4 e272 ZO SHG) Sor 
% -5.3 -5.7 -6.9 -7.3 Te 4.0 
New, $1986 billions 19.4 jh es ey Tse 13.2 [52 
% -1.4 -11.6 Sha -13.0 0.4 Lon 
Alterations, $1986 billions 12.4 12.0 less 10.9 11.4 L1.9 
% -1.8 -2.6 -1.1 -8.0 4.2 4.5 
Transfer costs, $1986 billions 4.8 She Dal Sa Ted Gal 
% -24.6 Oa -2.6 10,9 29) -17.5 
Deflator, 1986=100 ITS W271 125.8 133.8 136.7 es 
% Pe) -0.3 -1.0 6.4 22 -2.2 


.. Figures not available. 


* Multiple Listing Service (MLS) is a registered certification mark owned by The Canadian Real Estate Association. 
** All indicators are seasonally adjusted except 1- and 5-year mortgage rates. 


SOURCES: CMHC, Statistics Canada, Bank of Canada, The Canadian Real Estate Association. 


* Residential investment includes outlays for new permanent housing; conversion costs; the cost of alterations and improvements; supplementary costs; and transfer costs. 
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‘c MHC H O VU S IN G A.W A R D S 


CALL FOR ENTRIES 


Have You Helped Persons With Disabilities In Some Way? 


Have you or your organization contributed in some way to the creation of affordable housin 
solutions which help persons with disabilities live independently in their community? Is your 
commitment and dedication showing results — removing barriers to full and active partici- 
pation, encouraging persons with disabilities to experience independent, productive and 
rewarding lives? 

Then you may qualify to win a prestigious 1992 Canada Mortgage and Housing 
Corporation Housing Award in recognition of excellence, innovation and leadership in one 
of the following five categories: 


Financing & Tenure Technology & Production Planning & Regulation 
Concept & Design Process & Management 


Eligible applicants include individuals, organizations, groups, firms, professionals, institution 
and governments. 


If your answer is Yes, gain 
the recognition you deserve. 
Apply for a prestigious 
CMHC Housing Award. 
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Starts subside at the 
beginning of 1992 


During the first quarter of 1992, 
construction started on 153,000 
housing units, at a seasonally ad- 
justed annual rate (SAAR). This is 
15.5 per cent lower than the level 
of 181,000 units SAAR in the clos- 
ing three months of 1991. Housing 
activity, however, is still much 
higher than in the first quarter of 
1991 when starts bottomed out at 
101,000 units SAAR. 


The first quarter drop was main- 
ly due to the end of a construction 
support program sponsored by the 
provincial government in Quebec. 
Activity was also down in Atlantic 
Canada. Starts activity was steady 
or edged up slightly in other 
regions of the country. The level 
of starts steadied in Ontario as 
strong social housing activity off- 
set continued weakness in market 
housing. Healthy recovery trends 
were consolidated in the provinces 
of British Columbia and Alberta. 
Activity advanced from a low base 
in Manitoba while it stayed the 
same in Saskatchewan. 


Within the quarter, housing 
activity reached a low point in 
January, improving in February 
and March. Activity continued to 
be sustained by favorable interest 
rates which dropped to their 
lowest level in almost twenty 
years. During most of the quarter, 
one-year mortgage interest rates 
were at 8.25 per cent and five-year 


rates were at 9.75 per cent. At the 
end of the quarter, however, pres- 
sure on the dollar caused a modest 
rise in interest rates, including 
mortgage rates. 


EE 
Economic 
conditions 

expected to 


improve... 


eee nts, Sete’ 

Apart from housing, which 
posted strong levels in the second 
half of 1991, other measures of 
economic activity were lacklustre: 
domestic and foreign demand 
remained stagnant, jobs continued 
to be lost, consumer confidence 
sagged. The Canadian economy 
has continued to post disappoint- 
ing results during the opening 
months of 1992 and this has con- 
tributed to the easing of housing 
activity in the quarter. 


New life to the 
recovery soon 


Economic conditions are expected 
to improve in coming months. 
There are currently signs that the 
overall balance of forces shaping 
the economic environment will be- 
come positive again. These posi- 
tive factors include better growth 
prospects abroad, a lower 
Canadian dollar and continuing 


NATIONAL HOUSING OUTLOOK 


low interest rates. They are ex- 
pected to help restart the recovery 
and gradually bring back con- 
sumer confidence and spending. 


Over the last few months, lead- 
ing indicators in the U.S. have 
turned upward as a result of low 
interest rates and more stimulative 
fiscal policy. The U.S. economy is 
expected to recover soon, which 
should be beneficial to Canada’s 
export industries especially during 
the second half of the year. 


The Canadian dollar also moved 
to a lower level in recent months. 
The drop, from 88.7 U.S. cents last 
October to around 84 cents at the 
end of the first quarter, is expected 
to improve the competitive posi- 
tion of export and import compet- 
ing industries thus boosting profits 
and sales of those industries. 
Because of excess capacity in 
Canadian industry, the recent 
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easing in the value of the currency 
is not expected to affect our posi- 
tive inflation performance. 


Housing starts 
forecast to 
increase in 

1992 to 
177,000 


units. 


eee 


Interest rates remain low, 
having edged down again after a 
temporary rise in the first quarter. 
This should support the economic 
recovery and housing activity. 
Furthermore, as the pace of 
recovery is expected to be fairly 
slow with continuing moderate 
price increases, interest rates are 
expected to rise only gradually. 
One-year mortgage rates are ex- 
pected to remain close to their cur- 
rent 9.0 per cent until the closing 
quarter of the year, to be followed 
by arise to about 9.5 per cent next 
year. 


Our forecast for real Gross 
Domestic Product growth is now 
1.8 per cent this year and 4.4 per 
cent in 1993. Because of the delay 
in the recovery process in recent 
months this is lower that our pre- 
vious forecast for 1992 and some- 
what higher for 1993. 


Housing programs to 
boost market activity 


Housing markets are expected to 
benefit from the revival of the 
recovery, continued low interest 
rates and the two recently 
launched national housing 
programs. 


In early February, Canada 
Mortgage and Housing Corpora- 
tion announced the First Home 
Loan Insurance program under 
which first-time buyers can pur- 
chase a house with a five per cent 
down payment, a reduction from 
the previous ten per cent require- 
ment. The program has elicited a 
strong response in the first two 
months it has been in place. This 
is a sign that homeownership, 
while more affordable because of 
low interest rates and moderate 
prices, had been out of reach for a 
substantial segment of the renter 
population because they lacked the 
required down payment. 


In his February budget, the 
Minister of Finance also 
announced the introduction of the 
Home Buyers’ Plan allowing for 
the use of RRSP money as a down 
payment in the acquisition or con- 
struction of a principal residence. 
The program allows RRSP holders 
until March 1, 1993 to draw 
money out of their RRSP for the 
purchase. 


The 95 per cent mortgage 
financing program has contributed 
to a solid performance in the 
resale market in the first quarter of 
the year. Unit sales through the 
MLS* system were up 16.8 per 
cent from the fourth quarter of 
1991, after adjustment for normal 
seasonal variations. 


Those programs and a modest 
turnaround in economic activity 
should be positive for new housing 
markets in coming quarters. 


* Multiple Listing Service (MLS) is a registered 
certification mark owned by the Canadian Real 
Estate Association. 


for first-time buyers 


First Home Loan Insurance Summary Features 


&@ Minimum downpayment lowered from 10% to 5% 


@ Maximum ratio of housing-related payments to 
family income raised from 32 to 35%, but total debt 
service to income remains at 42% 


M@ House price ceilings range from $125,000 to 
$250,000 depending on city 


Buyer must take a mortgage term of five years 


Program initially in place for two years 
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Total housing starts are ex- 
pected to reach 177,000 units this 
year, up 13 per cent from the 
156,200 level of last year. Con- 
struction of single-detached dwel- 


lings is expected to rise by 17 per 
cent to 101,000 units, while that of 
multiple units is expected to be up 
9 per cent to 76,000 units. Within 


eg weenie pee | 


the multiples segment, rental con- 
struction will be weak because of 
high vacancy rates. 


Further advances are expected 
in 1993 to 194,000 starts as the 
economy continues to recover, 
with only a gradual rise in 
mortgage rates and house prices 
that are expected to remain attrac- 
tive to buyers. Construction of 
single-detached dwellings is ex- 
pected to perform well with starts 
reaching 114,000, while starts of 
multiple units will rise slightly to 
80,000 units. 


The level of activity expected in 
this update is marginally lower 
than in our preceding forecast. 
This is mainly due to the lack- 
lustre performance of the economy 
with its impact on consumer con- 
fidence and home buying inten- 
tions. It especially reflects the 
structural problems facing many 
industrial sectors concentrated in 
southern Ontario. 


The resale market is expected to 
benefit from the overall recovery 


_ and the eligibility of existing hous- 


ing for the two new national 


| programs. Residential sales 


through the MLS system are ex- 
pected to rise by 5.8 per cent this 
year and 6.6 per cent next year. 
These increases are slightly larger 
than in our previous forecast. 


Resale market 
activity to benefit 
from recovery and 
new federal 


housing programs. 


— ee 


Average residential prices are 
expected to be somewhat higher 
this year in all provinces except 
Ontario and Newfoundland. The 
average price increase will be kept 
low because of the higher activity 
by first time buyers in the entry 
segment of the market.= 
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Newfoundland 


Downsizing in the fishing industry 
and a slowdown in the Hibernia 
project have substantially altered 
the economic and housing forecast 
for 1992. Further job losses, out- 
migration and reduced consumer 
confidence will temper demand 
for new homes this year. Although 
the market is expected to 
strengthen in the second half, 
weaknesses in the early part of 
1992 will lead to a 6.6 per cent 
decline in new home construction 
to 2,650 units. Demand from first- 
time buyers supported a healthy 
increase in the sale of existing 
dwellings during the first quarter 
of 1992. Improved affordability 
stemming from low interest rates 
and recent government initiatives 
will stimulate the sale of entry 
level homes with total MLS sales 
forecast to advance 5.7 per cent to 
2,000 units this year. Lower priced 
homes will capture a larger share 
of sales with average MLS prices 
forecast to record marginal 
declines in 1992. 


With Hibernia expected to get 
back on stream in 1993, project 
spending will be the major catalyst 
to economic growth. Move-up 
buyers will return to the market in 
greater numbers with MLS sales 
forecast to increase 10 per cent to 
2,200 units next year. A corres- 
ponding reduction in the supply of 
existing homes will provide addi- 
tional strength to the new homes 
market with housing starts forecast 
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to increase 13.2 per cent to 3,000 
units in 1993. 


P.ETI. and 
Nova Scotia 
experiencing 

improved 
housing 


demand. 


Prince Edward Island 


Improvements in affordability 
from reduced mortgage rates and 
95 per cent financing will result in 
increased housing activity in 1992. 
The forecast for 1992 total hous- 
ing starts remains at 635 units, 15 
per cent above last year’s level. 
Construction of single-family 
homes will increase to 460 units 
compared to 376 units in 1991. 
Apartment starts are forecast to 
decline slightly this year, followed 
by a further drop in 1993. The 
main reason for this is an over- 
supply of rental units in the Char- 
lottetown area, the major market 
for apartment structures. 


The lack of new employment 
opportunities, due to public sector 
restraint and a weak private sector 
will also limit activity on the 
resale market. First quarter activity 
was lacklustre and total sales are 
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expected to be up only 10 per cent 
this year. That will mainly be a 
result of 95 per cent mortgage 
financing. Although there is op- 
timism surrounding an announce- 
ment on a fixed link, it is unlikely 
at this point that activity would 
benefit the housing market this 
year. 


Nova Scotia 


Nova Scotia’s housing industry is 
showing signs of improvement. 
Existing home sales are leading 
the recovery as improved afford- 
ability attracts more first-time 
buyers to the market. Pent-up 
demand is being released from 
renter households who postponed 
buying a home in 1991 because of 
poor economic conditions. At this 
point, however, single-detached 
house construction remains slug- 
gish, particularly in some rural 
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areas and small communities de- 
pendent upon manufacturing. The 
apartment construction boom that 
continued through 1991 is now 
beginning to fizzle. 


Housing demand will continue 
to improve throughout 1992 as the 
province pulls itself from the 
economic doldrums. Existing 
home sales will increase 8.4 per 
cent to 6,300 transactions as first- 
time buyers come out in force. 
Average sale prices will increase 
4.1 per cent this year because of 
the larger proportion of entry-level 
home sales. The current level of 
residential sales activity indicates 
that more existing homeowners 
will build new homes in the com- 
ing months. Single-detached house 
starts will increase 15.2 per cent to 
3,000 units this year. Rental 
demand will soften this year as 
more renter households decide to 
buy a home. Multiple unit starts 
will slide 22.1 per cent to 2,000 
units as developers curtail new 
apartment projects in response to 
oversupplied markets. 


New Brunswick 


The New Brunswick economy is 
expected to post growth of about 
only two per cent this year be- 
cause of a slow recovery in the 
province’s key export markets. 
The forestry sector, that was hard 
hit by changing world markets, is 
now not expected to display sig- 
nificant growth until 1993. Overall 
employment gains in the province 
this year will remain modest. 


There are clear signs of growth 
in the resale market. Opening 
quarter sales in the three major 
urban centers exceeded last year’s 
levels. The recovery occurred first 
in the Saint John market where 
sales to the end of March were up 
58 per cent. As first-time buyers 
continue to enter the market, 
availability of entry level homes 
will decline. This will contribute 
to upward pressure on prices of 
modest homes. 


Improvements in residential 
construction are yet to be 
recorded. Housing starts during 
the opening quarter of the year 
were down 31 per cent from a year 
ago. The homeownership market 
will, however, benefit from grow- 
ing demand and decreasing 
availability in the resale market. 
Although the number of apartment 
units started to date is down, there 
are several projects about to get 
underway. 


Quebec 


The resale market experienced a 
healthy recovery in the first 
quarter of 1992 with 8,900 sales of 
existing homes through the MLS 
system, a 25 per cent increase over 
the same period last year. The 
market was boosted by several 
favorable conditions: low interest 
rates, the provincial Downpay- 
ment Assistance Program ending 
on March 31 and the introduction 
of two new housing programs in- 
itiated by the federal government. 
Furthermore, in view of a large in- 
ventory of houses for sale, MLS 
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sales represent a greater share of 
the resale market. With this im- 
petus, 35,000 MLS sales are now 
forecast for 1992 and 38,500 for 
1993. The average MLS price in- 
creased by one half percent in the 
first quarter, reflecting the high 
number of houses for sale. How- 
ever, the trend toward rising prices 
is expected to resume, pushing the 
average resale price by 4 per cent 
in 1992 and 7 per cent in 1993. 


The number of starts will 
decline to 39,900 units in 1992 
and increase to 47,500 in 1993. 
The drop this year will be due to 


the decline of starts in the rental 
sector. The ownership market for 
first-time buyers will remain 
steady. In the first quarter of 1992, 
the number of condominiums 
more than doubled compared with 
the same quarter in 1991. The 
construction of single family 
products, especially semi-detached 
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and row housing, has increased by 
23 per cent. Given a slightly im- 
proving Quebec economy and a 
high stock of new units, the 
growth in this market will soften 
when the demand from first-time 
buyers is substantially met in the 
next quarter. On an annual basis, 
the construction of single family 
products will decrease by 8 per 
cent to 28,100 in 1992 and will 
climb to 28,500 in 1993. Similar- 
ly, condominium construction will 
decline to 4,300 units in 1992 and 
rise to 5,000 units in 1993. 


i i Eel 


Rental 
construction in 
Quebec to reach 
lowest level in 
30 years. 

EE 

The construction of rental hous- 
ing (7,500 units for 1992) will 
reach its lowest level in thirty 
years. The decline in rental con- 
struction reflects the reduced 
profitability of rental investment, 
higher vacancy rates (8.2 per cent 
for 1992), a modest increase in 
rents (2 per cent for 1992), and the 
abolition of tax exemptions on real 
estate capital gains. This decrease 
will reduce the new rental housing 


stock and gradually move the 
market toward a balanced situation. 


Ontario 


Ontario’s economy weakened fur- 
ther in the first quarter. Another 
33,000 Ontario jobs were lost, 
mostly in the manufacturing sec- 
tor. Over half of the losses were in 
the 25 to 44 year age bracket 
which contains about three 
quarters of the home buying 
population. In the longer term, 
Canada’s targeted 250,000 immi- 
grants will improve housing 
demand as slightly more than half 
come to Ontario. Continued high 
unemployment for the next few 
years will dampen that impact. 
Employment, led by manufactur- 
ing, will grow in the latter part of 
1992 as the U.S. economy 
strengthens and exports increase. 


Lower interest rates in response 
to a weak economy, combined 
with lower minimum down- 
payments and access to RRSP 
funds for home purchases, are 
resulting in a rise in residential 
resale volumes. By the first 
quarter of 1992, the trend in 
monthly resales rose in all of 
Ontario’s ten census metropolitan 
areas. Ontario MLS sales will in- 
crease 1.5 per cent to 128,000 this 
year. Large numbers of resale 
home listings have led to price 
declines in Hamilton, Kitchener, 
Oshawa and Toronto. Ontario’s 
average annual resale price, at 
$163,000, is expected to be 6.0 per 
cent lower. The return of move-up 
purchasers to the market in late 
1992, will increase next year’s 
average resale price by 3.1 per 
cent and sales by 9.4 per cent. 


Ontario housing starts fell from 
70,000 SAAR in the third quarter 
of 1991 to 56,000 SAAR in the 
last quarter of 1991 and the first 
quarter this year. 


a 
Starts to rise 
by end of 
second quarter 


in Ontario 
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The recent pick up in the resale 
market will prompt starts to rise 
by the end of the second quarter of | 
1992 and finish the year with an 
annual increase of 24.8 per cent. 
Single-detached starts are ex- 
pected to jump by almost a third. 
Multiple unit starts will grow 16.6 
per cent. Government sponsored 
rental housing is the major 
stimulus of this year’s multiple 
home starts. The condominium 
market will remain weak due to 
the large number of unsold inves- 
tor owned units. As economic 
recovery takes hold, starts will in- 
crease a further 5.4 per cent next 
year. Singles will jump 18.6 per 
cent, but multiples will drop 9.4 
per cent as current provincial 
government programs end. 


Manitoba 


Despite a relatively weak labour 
market and the lingering effects of 
the recession, housing markets in 
Manitoba have rebounded in early 
1992. In response to lower 
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mortgage rates, stable house prices 
and 95 per cent mortgages, MLS 
residential activity strengthened in 
the first quarter, with sales up by 
24 per cent from the first three 
months of 1991. Total housing 
starts advanced by 31 per cent in 
the first quarter on the strength of 
more multiple unit activity than 
last year in Winnipeg. Multiple 
starts remain low, however, due to 
high apartment vacancy rates and 
weak prices for existing condo- 
miniums. After a slow start in 
January and February, single- 
family activity gained momentum 


“in March. This brought the total 
for the first three months to the 


same level as last year. 


For the first time since 1987, 
Manitoba will experience an in- 
crease in new housing activity this 
year, with total housing starts 
reaching 2,500 units. Growth in 
new single-family construction 
will gain momentum in the sum- 
mer months, as the province’s 
economy improves. Single-family 
starts should reach 2,000 units this 
year, for an increase of 26 per 
cent. In 1993, continued improve- 
ment in the economy will boost 
single-family starts to the 2,400 
unit level. Multiple starts are 
forecast to reach 500 units this 
year and 600 in 1993. The strong 
momentum achieved in the resale 
market during the first quarter will 
lead to a 15 per cent gain in MLS 
residential sales by year-end. 
Average prices will experience 
only modest gains this year, due to 
the higher proportion of first-time 
buyers purchasing modestly- 


priced homes. In 1993, sales of 

existing houses will increase by 
4.5 per cent, with average prices 
close to $83,000. 


Saskatchewan 


Saskatchewan’s economy has 
improved in the first quarter. 
Employment has grown primarily 
because of increased residential 
construction in the major urban 
centers. In addition to this, Regina 
will see the relocation of two 
major employers to that city, 
Crown Life Insurance and Farm 
Credit Corporation. Although inter- 
national grain prices are starting to 
show signs of recovering in 1992, 
farm incomes will remain below 
the 10 year average and will con- 
tinue to impact rural Saskatch- 
ewan. The oil and gas industry in 
Saskatchewan will also suffer this 
year as a result of less drilling 
activity due to low prices. 


Lower mortgage rates, the 95 
per cent financing option for first- 
time homebuyers, and the federal 
government’s provision to allow 
RRSPs for the purchase of a home 
have encouraged move-up home- 
buyers and improved access for 
first-time buyers. The resale mar- 
ket has already rebounded with 
higher sales in the first quarter 
compared to the same period in 
1991. Lower priced homes will be- 
come more popular in the first half 
of the year as the demand by first- 
time homebuyers increases. The 
shift to less expensive homes will 
cause the average sales price to 
decline slightly in the first half of 
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the year. In the second half of the 
year increased demand from move- 
up buyers will cause the average 
sales price to rise. Housing starts 
have risen sharply in the first 
quarter of 1992 in response to 
lower interest rates. Starts in 
Regina will be particularly strong 
this year due to the optimism 
created by the relocation of the 
two large employers to that city. 
Saskatoon housing starts will 
benefit from demand from seniors 
and empty-nesters for luxury con- 


dominiums. 


Alberta 


Activity in Alberta housing 
markets rose substantially during 
the first quarter of 1992. Both 
starts and resale volumes 
increased, with the most dramatic 
gains in the new single- and 
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multi-family ownership market. 
Provincial housing starts were 84 
per cent higher than the first 


quarter of 1991. Low interest rates 
and the reduction of the minimum 


downpayment to five per cent are 


| gence in activity. First-time buyers 
accounted for 50 per cent of resale 


volumes during the first three 
months of the year. Late in the 
quarter people who had sold their 
starter homes began to buy more 
expensive houses. Stronger 
demand for low- and medium- 


into higher priced houses, where 
activity is slower in both the new 
and resale markets. The trend 
toward home ownership has 
weakened the rental market, 


ing rental increases, and discour- 


aging new rental construction. 


the major factors behind the resur- 


priced homes has not yet extended 


increasing vacancy rates, suppress- 


A sustained recovery, with a 
more appropriate balance between 
first-time buyers and the high-end 
move-up market, will require a 
more robust increase in consumer 
confidence than has been seen to 
date. In the energy sector, which 
remains a major player in the 
provincial economy, slightly 
higher natural gas production is 
anticipated this year, which should 
increase revenues. A weaker 
Canadian dollar and new pipeline 
capacity have begun to contribute 
to higher export earnings. These 
developments improve the provin- 
cial outlook, and will help under- 
pin the budding revival of 
confidence in the housing markets. 


British Columbia 


Housing sales surged to a record 
level in March for the Vancouver 
area. This rebound was fueled by 
the recently announced govern- 
ment initiatives allowing 95 per 
cent per cent financing for first- 
time buyers and the tax-free 
withdrawal of RRSP funds for 
home purchase. The B.C. sales 
trend was rising shortly before 
those initiatives were brought in as 
a result of favorable mortgage 
rates and affordability conditions. 
All of these factors combined to 
catapult sales to record heights. 
Housing construction, however, 
was flat during the quarter com- 
pared to the previous one. Housing 
demand has been strongest in the 
lower to mid-price range with the 
condominium market receiving 
much of this focus. Supply con- 
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straints on new construction such 
as a higher equity requirement on 
project financing and limited land 
supply have become more evident. 
Nonetheless, the recent strong per- 
formance in the resale market 
bodes well for future starts activity. 


B.C. continues to attract large 
numbers of people. Net migration 
this year is forecast to be much 
higher than the long-term average. 
Interprovincial migration 1s ex- 
pected to slowdown but this 


| 


should be mostly offset by more in- 


ternational migrants. The provin- 
cial economy is anticipated to 
grow more strongly this year than 
last year. Unemployment, how- 
ever, will likely stay high at just 
under 10 per cent. The new provin- 
cial budget was neutral on hous- 
ing. Migration, attractive 
mortgage rates, and the federal 
government initiatives will pro- 
vide most of the stimulus for hous- 
ing demand with a modest contri- 
bution from general income and 
employment growth. 


The resale housing market will 
likely set a new sales volume 
record in the second quarter. 
House prices will be under more 
upward pressure than in the pre- 
vious quarter. Housing starts are 
expected to accelerate this quarter 
and into the third quarter. The pre- 
vious forecasts for multiple starts 
and the average MLS price have 
been revised upward in this up- 
date.= 


| 


Housing Starts 


Total 


(units and annual per cent change) 


SOURCE: CMHC. 
(F) Forecast. 


* Total does not add due to rounding. 


1987 1988 1989 1990 1991 1992) 1993) 
NFLD 2682 3168 3536 3245 2836 2650 3000 
%o =7.0 18.1 11.6 -8.2 £126 -6.6 13.2 
PEI 933 1151 815 762 553 635 650 
Yo E1529 23.4 29.2 -6.5 274 14.8 ph 
NS 6460 5478 5359 5560 5173 5000 5100 
% STR, e152 Qo) 3.8 = 7K) -3.3 2.0 
NB 3716 3621 3681 2683 2872 3100 3500 
%o eSod DEG ted, El 7.0 7.9 12.9 
QUE 74179 58062 49058 48070 44654 39900 47500 
% 22.9 -21.7 -15.5 -2.0 -7.1 -10.6 19.0 
ONT 105213 99924 93337 62649 52794 65900 69500 
% 29.1 25.0 -6.6 320 SOS. 24.8 Sus 
MAN 8174 5455 4084 3297 1950 2500 3000 
% 6.2 3o3 e254 -19.3 -40.9 232 20.0 
SASK 4895 3856 1906 1417 998 1350 1350 
% Ss Sik 9 1) -50.6 BA -29.6 35.3 0.0 
ALTA 10790 11360 14712 22g 12492 15300 16250 
% oT 5.3 29.5 td 275 29°5 6.2 
BC 28944 30487 38894 36720 B87 5 40500 44100 
% 39.9 53 27.6 -5.6 ian) ay 8.9 
CAN 245986 222562 215382 181630 156197  *177000 *194000 
% O341 £95 3) aNeee) ETA) 13.3 9.6 
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Housing Starts 


Singles 
(units and annual per cent change) 
1987 1988 1989 1990 1991 1992) 1993") 
NFLD 2530 2839 2932 2468 2135 1900 2150 
% 7 Loe aye FISe8 ae a0 132 
PEI 699 704 456 483 376 460 500 
% 10:7 0.7 B50 5.9 Joho, 22.3 8.7 
NS 4120 3867 3361 3639 2604 3000 3400 
% -9.5 -6.1 1331 8.3 -28.4 15.2 13.3 
NB 2957 2953 2909 o137 2154 2350 2800 
% -8.6 -0.1 af 5 -26.5 0.8 9.1 19.1 
QUE 31430 27724 24493 24942 22531 21400 24800 
% 308 BT tes aie 1.8 5) -5.0 15.9 
ONT 64929 57099 53511 32425 26290 35000 41500 
% 15.0 Ha 6.3 -39.4 -18.9 33.1 18.6 
MAN 4631 3601 2966 2847 1589 2000 2400 
% 1373 DR) -17.6 -4.0 -44.2 25.9 20.0 
SASK 2995 2246 1383 1087 775 1050 1050 
% -20.6 -25.0 -38.4 ole 287 35.5 0.0 
ALTA 9495 9671 12345 13809 9778 12150 12600 
% 32.9 1.9 27.6 11.9 00 24.3 3 
BC 16353 17761 Piel 18478 18335 21500 22500 
% 26.1 8.6 Biel -14.5 -0.8 17.3 4.7 
CAN 140139 128465 125968 102315 86567 *101000 *114000 
% 16.8 E83 a) n18.8 Bod 16.7 12.9 
Multiples 
(units and annual per cent change) 
1987 1988 1989 1990 1991 1992) 1993) 
NFLD 152 329 604 7717 701 750 850 
% -40.6 116.4 83.6 28.6 -9.8 Ay 133 
PEI 234 447 359 279 (ig 175 150 
% -28.4 91.0 419.9 293 -36.6 Sit -14.3 
NS 2340 1611 1998 1921 2569 2000 1700 
% y5 Ese) 24.0 -3.9 337) aa -15.0 
NB 759 668 772 546 718 750 700 
% -6.4 212.0 15.6 -29.3 31.5 4.5 -6.7 
QUE 42749 30338 24565 23128 22193 18500 22700 
% 16.6 -29.0 -19.0 58 43 -16.4 27 
ONT 40284 42825 39826 30224 26504 30900 28000 
% 61.0 6.3 70 EDAu oe, 16.6 -9.4 
MAN 3543 1854 1118 450 361 500 600 
% 21.8 477 -39.7 E507 -19.8 38.5 20.0 
SASK 1900 1610 523 330 BO8 300 300 
% 9.2 “152 -67.5 -36.9 -32.4 34.5 0.0 
ALTA 1295 1689 2367 3418 2714 3150 3650 
% -1.6 30.4 40.1 44.4 -20.6 16.1 15.9 
BC 12591 12726 17282 18242 13540 19000 21600 
% 63.1 1.1 35.8 5.6 -25.8 40.3 134 
CAN 105847 94097 89414 79315 69630 *76000 *80000 
% Bo 7 =i -5.0 Sie 212.2 9.1 5.3 


SOURCE: CMHC. 
(F) Forecast. 


* Total does not add due to rounding. 
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Total Residential Sales 


(units and annual per cent change) 


1987 1988 1989 1990 1991 1992) 1993") 
NFLD 1906 2217 2040 1998 1892 2000 2200 
% 3.3 16.3 -8.0 ee 553 5.7 10.0 
PEI 507 505 626 742 764 840 875 
% 8.6 -0.4 24.0 18.5 3.0 9.9 4.2 
NS 5903 5734 5863 6072 5811 6300 6500 
% BO -2.9 me) 3.6 -4.3 8.4 3.2 
NB 2948 3518 3490 3316 3259 3400 3500 
% 9.7 19.3 -0.8 -5.0 17 4.3 2.9 
QUE 29909 30503 30618 28067 27988 35000 38500 
% 1 (pA 2.0 0.4 -8.3 tO 25.1 10.0 
ONT 134370 160578 142914 102792 126164 128000 140000 
% -6.7 19.5 -11.0 -28.1 204 15 9.4 
MAN 12367 11129 10375 9356 9521 11000 11500 
% 3.5 -10.0 -6.8 -9.8 1.8 15.5 4.5 
SASK 7875 7301 6850 6405 6505 6800 7100 
% -4.] he -6.2 -6.5 1.6 4.5 4.4 
ALTA 27632 30368 36249 33085 34360 37000 37400 
% 16.6 9.9 19.4 84) 3.9 7 bl 
BC 56376 67460 83562 58027 84554 87800 91500 
| ee 2290 19.7 23.9 -30.6 45.7 3.8 4.2 
CAN*** 279793 319313 322587 249860 300818 **318000 **339000 
% 2.0 14.1 1.0 2205 20.4 So 6.6 
Average Residential Price 
(dollars and annual per cent change) 
1987 1988 1989 1990 1991 1992) 1993) 
NFLD 73416 76828 83285 88654 90822 90500 94000 
% 6.0 4.6 8.4 6.4 2.4 -0.4 3.9 
PEI 58850 65464 74168 69284 71033 73000 75000 
% 8.1 ie) 138 -6.6 25 2.8 oe 
NS 78885 79591 82328 84650 86462 90000 94000 
% 5.3 0.9 3.4 2.8 al 4.1 4.4 
NB 67632 72101 75848 T1152 80897 83800 88000 
% 5.7 6.6 5.2 D5 4.0 3.6 5.0 
QUE 86003 95367 100517 100811 102904 107100 116000 
% 15.4 10.9 5.4 0.3 asi 41 a3 
ONT 135656 161270 184605 175859 173704 163000 168000 
% 25.4 18.9 14.5 -4.7 Bie 6.2 3.1 
MAN 77031 80427 82401 79961 80445 81500 83000 
% 9.8 4.4 2.5 -3.0 0.6 1.3 1.8 
SASK 65811 68355 70417 68963 67697 71500 72500 
% 3.2 3.9 3.0 iy ae: 5.6 1.4 
ALTA 83905 89554 98542 108675 111482 115000 120000 
% 6.8 6.7 10.0 10.3 2.6 a) 4.3 
BC 101916 121040 151504 157616 168235 184000 202000 
% 9.8 18.8 25.2 4.0 6.7 9.4 9.8 
CAN**#* 111404 131526 148776 143432 149756 **149000 **158000 
% 17.3 18.1 ie -3.6 4.4 -0.5 6.0 


SOURCE: The Canadian Real Estate Association. 


(F) Forecast by CMHC. 


* Multiple Listing Service (MLS) is a registered certification mark owned by The Canadian Real Estate Association. 


** Total does not add due to rounding. 
*** Excludes Yukon and Northwest Territories. 
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Major Housing Indicators 


Seasonally adjusted at annual rates 
(levels and quarterly per cent change) 


90:Q3 90:Q4 91:Q1 A kes OP 91:Q3 91:Q4 92:Q1 
New housing 
Building permits, units, thousands 145.0 13622 12241 L702 186.6 S72 
% -17.8 -6.1 -10.3 -39.4 9.6 0.3 
Housing starts, total, thousands 162 147 101 148 179 181 1353 
% -19.0 -9,3 -31.3 46.5 20.9 ile -15.5 
Housing starts, singles, thousands 92 83 54 84 100 96 TI 
% -17.1 -9.8 -34.9 5276 19.0 -4.0 -19.8 
Housing starts, multiples, thousands 70 64 47 64 79 85 76 
% -21.3 -8.6 -26.6 36.2 23.4 7.6 -10.6 
Housing completions, total, thousands 202 19] 176 149 jis 159 173 
% -6.0 -5.4 -7.9 -15.3 5.4 [3 8.8 
New house price index, 1986=100 143.3 139.6 134.5 133.5 134.7 134.6 
% -2.0 -2.6 -3.7 -0.7 0.9 -0.1 
Existing housing 
MLS* resales, units, thousands 243.9 244.6 2147 SOM 289.4 268.6 313-4 
% SK! 0.3 Pg) 34.9 -21.9 -7.2 16.8 
MLS* average resale price, $C thousands 144.8 141.0 145.7 156.3 148.6 146.2 145.1 
% 20 -2.6 She) 7S -4.9 -1.6 -0.8 
Mortgage market 
Mortgages outstanding, $C billions 25081 253.1 238.4 243.4 249.8 25a 
% Le NSS) 2.0 ol 2.6 i 
Mortgage approvals, $C billions 46.3 Sor0) 56.9 74.6 LL0 68.9 
% -12.3 14.5 7.4 Sie a2 -10.5 
1-year mortgage rate, per cent** ies) 12.83 1ie25 10.25 O72 8.92 8.67 
5-year mortgage rate, per cent** 132617 12.83 11.67 at 125 11.42 10.18 10.00 
Residential investment*** 
Total, $1986 billions 34.4 S2h1 29.6 325 62.6 34.1 
% -5.7 -6.9 -7.8 9.3 4.1 We: 
New, $1986 billions 172 1501 2 {ho Wd 15.9 17.0 
Jo -11.6 -12.2 -12.6 4.1 1537, TS 
Alterations, $1986 billions 12.0 11.9 10.8 M2 11.6 11.4 
%o -2.6 -1.1 -9.0 3.8 2.9 -1.5 
Transfer costs, $1986 billions au) S21 5.6 7.4 6.1 5.6 
Jo 102 -2.6 8.8 YAP -16.5 -8.4 
Deflator, 1986=100 127. 125.8 [33al 136.2 133.6 132:9 
% -0.3 -1.0 5.8 2.3 -1.9 -0.5 


SOURCES: CMHC, Statistics Canada, Bank of Canada, The Canadian Real Estate Association. 
.. Figures not available. 
* Multiple Listing Service (MLS) is a registered certification mark owned by The Canadian Real Estate Association. 
** All indicators are seasonally adjusted except 1- and 5-year mortgage rates. 
** Residential investment includes outlays for new permanent housing; conversion costs; the cost of alterations and improvements; supplementary costs; and transfer costs. 
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This two day national symposium sponsored by Canada Mortgage and Housing 
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NATIONAL HOUSING OUTLOOK 


Executive Summary 


Canada 


Housing markets are forecast to 
improve, leading to a production 
of 167,000 housing starts this year 
and a further increase to 187,000 
units in 1993. 

The outlook is slightly weaker 
than in the previous issue of the 
National Housing Outlook due to a 
delayed economic recovery and 
the recent deterioration of labour 
market conditions. 


Housing starts to 
reach 167,000 
units in 1992 and 
187,000 units in 
1993 


The lowest interest rates in 
more than 20 years and federal 
housing programs favourable to 
home ownership have improved 
affordability and supported a 
gradual recovery on the new and 
the existing market. Further 
advances will be made as the 
economy and employment resume 
with growth over the next 18 
months. The overall trend, 
however, will be dampened by 


special influences in the larger 
provinces such as reduced 
construction of assisted housing 
units in Ontario, a satisfied 
pent-up demand in Quebec and lot 


_ supply constraints in B.C. Both 


single-detached dwellings and 
multiple unit starts will improve, 


_ although single units will be 


stronger as high apartment 
vacancy rates will limit the 
production of new rental units. 


Newfoundland 


| The two-year moratorium on the 
_ northern cod fishery and delays to 


the Hibernia project have 
overshadowed the positive 
influence of declining interest 


| rates and government initiatives on 
_ housing markets. As a result, 
_ housing starts are expected to 


decline 19 per cent this year to 
2,300 dwelling units, the third 
consecutive annual decline. In 
1993, an expected resumption of 
Hibernia investment coupled with 


a gradual recovery in other key 
| resource based industries will 


support economic growth and 
contribute to a marginal recovery 


_ in housing starts to 2,500 units. 


Prince Edward Island 


| The PEI economy is expected to 
benefit from rising farm incomes 
as the potato industry makes up for 


_ some of the losses experienced 
_ over the past two years. The new 
_ GST centre in Summerside will 


also add to employment levels. 


Housing demand is expected to 


improve mainly in the rural areas 


resulting in higher starts of 
single-detached dwellings. 
Housing starts should increase by 
15 per cent to 635 units in 1992, 
followed by a small jump in 1993 


| to 650 units. 


Nova Scotia 


Improved affordability — low 
mortgage rates, reduced down 


| payments and tax free RRSP 

| withdrawals — has created an 

| upsurge in housing demand, 

| particularly by first-time buyers. 

| Residential construction, however, 
_ will nonetheless be curtailed in 


1992 due to a delayed economic 
recovery and an oversupply of 


| apartments. The large drop in 


apartment unit starts will offset a 
strong increase in single housing 
starts. Next year, a modest 
economic recovery will support 


_ housing markets. Housing starts 


are expected to drop to 4,000 units 
this year before rising to 4,800 
units in 1993. 


New Brunswick 


| The start of an economic 


turnaround in New Brunswick 


_ resulted in increased activity in 


both the new and resale markets 


_ during the first half of the year. 
_ Steady recovery of export sales 
_ and continued low mortgage rates 


will support growth in both 
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single-family and multiple-family 
housing markets this year and 
next. As pent-up demand for 
starter homes is met, there are 
indications that the larger move-up 
homes are beginning to appear as 
a buyer’s preference. An active 
resale market is expected to 
register price increases of 4.1 per 
cent this year and 3.3 per cent in 
1993. Total starts should be 3,200 
units in 1992, rising to 3,400 units 
in 1993. 


Quebec 


Housing starts weakened in the 
first half of the year, following 
high levels of activity during 1991 
due to popular provincial housing 
programs favouring home owner- 
ship and new construction. Further 
erosion can be expected for the 
remaining months of the year 
mainly because pent-up demand 
from first-time buyers has been 
substantially satisfied. The very 
hesitant economic recovery will 
also act to dampen the ownership 
market. Furthermore, the construc- 
tion of rental units will remain 
weak due to high apartment 
vacancy rates in the province. As a 
result, housing starts in 1992 will 
fall to 39,900 units, rising slightly 
to 44,500 units in 1993 as the 
economy and job prospects 
improve. 


Ontario 


Hit disproportionately hard during 
the recession, the Ontario 
economy has nonetheless seen a 
good recovery of housing markets 
mainly due to the high production 
of government assisted rental 
units. Despite improved afford- 
ability, the easing of resale house 
prices suggests continued 
doldrums on private markets. 


Prospects for 1993 look more 
favourable due to the current 
improvement in consumer and 
business confidence, and an 
expected firming up of the 
economic recovery. Housing 
demand will also be boosted by 
large inflows of international 
migrants and a return to positive 
interprovincial migration. Starts 
are forecast to reach 59,000 units 
this year, improving to 69,500 
units in 1993. 


Manitoba 


Against a background of slow 
economic recovery and weak 
consumer confidence, housing 
markets strengthened during the 
first half of the year in response to 
improved affordability and 95 per 
cent mortgages for first-time 
buyers. Resale markets led the 
rally followed by new house sales. 
With prospects for a modest 
economic recovery, construction 
should reach 2,400 dwelling units 
this year, the first increase in five 
years. A further increase is 
expected in 1993, to 3,000 units. 


Saskatchewan 


The province’s new housing 
market recovered early this year 
from the worst conditions on 
record in 1991. Markets in Regina 
will benefit this year from the 
relocation of two large employers. 
While first-time buyers will help 
increase sales volumes on the 
existing market, most of the 
demand for new housing will 
come from households purchasing 
larger dwellings and empty nesters 
and seniors buying condominiums. 
The recovery of markets will, 
however, be limited by continuous 
out-migration levels that offset the 
natural increase in population. 


Total starts are forecast at 1,400 
units this year, easing slightly to 
1,350 in 1993. 


Alberta 


Non-residential investment 
sustained the Alberta economy 
through the recession, setting the 
stage for robust levels of new 
home construction in the early part 
of 1992. Highly affordable 
housing and the lowest interest 
rates in a generation are encour- 
aging households to satisfy their 
pent-up demand for ownership 
housing. In 1993, a reduction in 
non-residential investment and 
poor prospects for the energy 
sector will result in lacklustre 
employment expansion, slower 
in-migration and reduced growth 
in housing demand. Starts are 
forecast at 15,600 units in 1992, 
rising slightly to 15,750 units in 
1993; 


British Columbia 


The B.C. economy is currently 
leading the national economy and 
is expected to maintain its momen- 
tum over the next 18 months. This, 
combined with high population 
growth and low interest rates, has 
strengthened housing demand. But 
lot supply constraints, especially 
for single-family units, are limit- 
ing production and causing prices 
to rise quickly. As a result the 
existing housing market is 
expected to see high sales and 
considerable price increases in 
excess of 10 per cent in both 
years. Starts are forecast to rise to 
37,500 units in 1992 and 39,400 
units in 1993. Because of 
production constraints, the 
multiples sector is expected to 
capture more of the market 
particularly in 1993. = 
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Canada 


by Gilles Proulx 


Upward Trend Resumes 
on National Market 


Recovery trends in housing construc- 
tion resumed during the second 
quarter following a temporary setback 
in the opening months of 1992. Hous- 
ing starts rose to 165,000 units, 
seasonally adjusted at annual rates 
(SAAR), up from 153,000 units in the 
first quarter. This remains below the 
rate of 180,000 units that prevailed 
during the second half of 1991. Lead- 
ing the new construction market, sales 
of existing homes have been rising for 
two consecutive quarters. 

The recovery in activity was sup- 
ported by CMHC’s First Home Loan 
Insurance that lowers the minimum 
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down payment for first-time buyers 
and by the Home Buyers’ Plan that al- 
lows for tax-free use of RRSP funds 
in the purchase of a home. Lower 
mortgage rates were also strong con- 
tributing factors. However, further 
deterioration of labour market condi- 
tions partly offset these positive in- 
fluences. 

First-time home buyers were still 
the most active on the market. This 
was demonstrated by the stronger per- 
formance of the existing market, low 
prices indicating more activity at the 
entry level, and strong participation in 
the two federal programs launched 
early this year. The resulting tenure 
movement from rental to ownership 
also contributed to further increases in 
rental vacancy rates in most metro- 
politan areas. The national rate held 
steady at 4.4 per cent mainly because 
rates dropped marginally in Quebec 
following record levels in 1991. 

Starts activity trends differed 
across regions. Higher activity was 
reported in the Atlantic provinces and 
the Prairie region but mostly in 
Quebec where starts recovered sig- 
nificantly, following a depressed first 
quarter. Ontario starts, still low be- 
cause of the hard hit economy, fell 
slightly as a result of lower private ac- 
tivity offsetting higher government as- 
sisted rental starts. British Columbia 
activity was lower in the quarter, but 
began to increase again toward the 
end of the period. 


On a year-to-date basis, new con- 
struction activity for the first half of 
1992 showed significant progress 
over 1991 with 79,057 housing units 
started, up 22.9 per cent from the year- | 
ago level. On the resale market, 
172,407 residential units were sold 
through the Multiple Listing Service 
(MLS)*; the advance of 0.8 per cent 
over the first half of 1991 was modest 
but an all-time record in the number 
of transactions had been set during 
the second quarter of 1991. 


1992-93 Outlook 


Moderately Positive 
Recovery Prospects 


Prospects of economic recovery have 
improved recently. Interest rates have 
come down to their lowest levels in 
more than 20 years, reducing the 
financial strain on consumers and 
business, and improving affordability 
for prospective home owners. Export 
prospects are firming up as a result of 
a recovery in the U.S. economy. A 
lower dollar and improved produc- 
tivity should make Canadian 
producers more competitive on the 
domestic market and abroad. Housing 
is expected to remain a leading sector 
in the recovery. 


* Multiple Listing Service (MLS) is a registered 
certification mark owned by the Canadian Real 
Estate Association. 
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Nevertheless, growth prospects will 
be limited when compared to earlier 
recoveries. The economy is expected 
to show real growth of two per cent 
this year, and four per cent in 1993. 


Mortgage Rates 
Per cent 
Major Financial Institutions 


SOURCE: Bank of Canada Review. 
1992-93 CMHC forecast. 


| Interest rates have been trending 
| downward. Most recently, in mid- 
August, the one-year mortgage inter- 
est rate was lowered to 6.5 per cent 
and the five-year rate to 8.75 per cent. 
Further reductions are likely up to the 
_ end of the year. As the economy im- 
proves, rates are expected to rise 
gradually next year, with respective 
| averages of seven per cent and slight- 
| ly less than nine per cent for the one- 
_ year and the five-year terms. 
_ However, with the core inflation rate 
at around two per cent, real rates may 
still appear high to borrowers. As a 
result, consumers may be reluctant to 
_ contract further debt, which would 
limit the recoveries in housing and 
durable goods spending. 

Labour markets are expected to im- 
prove only marginally during the next 
18 months. Slow recovery and con- 
tinued industry restructuring have 
brought lower employment and rising 
unemployment rates from October 


1991 to April 1992. Then, employ- 
ment advanced in May and June but it 
dropped again in July. Although the 
recovery is expected to gain momen- 
tum, limited employment gains will 
result in unemployment rates close to 
11 per cent both this year and next. 

On a regional basis, employment 
will decline in seven provinces this 
year, with Newfoundland and Nova 
Scotia posting the largest declines. 
Employment will rise in British 
Columbia, Alberta and New 
Brunswick. In 1993, all provinces 
will post higher economic activity 
and employment. The strongest per- 
formance will be in Ontario and 
British Columbia. 


A Subdued Recovery in 
Housing Markets 


The recovery in housing markets is 
expected to continue in the second 
half of 1992 and in 1993 as the 
economy improves and employment 
trends turn positive. The recovery 
will also be supported by low 
mortgage interest rates, high levels of 
international migration, and by the 
two federal housing programs en- 
couraging home ownership. 

Starts for 1992 are forecast to be 
167,000 units, up 6.9 per cent from 
1991. A further increase of 12 per 
cent is expected in 1993, with a result- 
ing starts level of 187,000 units. The 
current forecast is lower than the 
preceding one by 10,000 units this 
year and 7,000 units in 1993. 

This subdued pace of home con- 
struction will reflect the slow 
economic and job recovery, and spe- 
cial factors that will work to limit ac- 
tivity in the largest provinces. In 
Ontario, reduced social starts are ex- 
pected in 1993. In Quebec, the recent 
provincial programs and the current 
two initiated by the federal govern- 
ment appear to have satisfied the pent- 
up demand creating excess rental 
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capacity and a very slow resale 
market. In British Columbia, activity 
will be dampened by lot supply con- 
straints in the two metropolitan areas. 
The outlook in Newfoundland has 
also been clouded as a result of the 
recent ban on cod fishing, and uncer- 
tainty with respect to the Hibernia 
project. 

The single-detached dwelling 
market is expected to post the fastest 
growth as affordability will remain 
favourable due to low interest rates, 
fairly stable prices and improved in- 
comes. Construction of single- 
detached dwellings is expected to rise 
5.7 per cent this year to 91,500 units 
and to jump 19.1 per cent in 1993 to 
109,000 units. 

Multiple starts will also rise but 
the levels will be constrained by high 
apartment vacancy rates that are ex- 
pected to continue showing year-over: 
year increases by the spring of 1993. 
Starts of multiple units are expected 
to rise by 8.4 per cent this year to 
75,500 units, with further modest 
gains to 78,000 units in 1993, an in- 
cease of 3.5 peL.cent: 

The strong performance of the 
Prairie provinces and British Colum- 
bia so far this year will ensure that 
they lead the national trend in 1992 
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with starts activity up by more than 
20 per cent in all four provinces. At 
the other end of the spectrum, starts 
activity in Quebec, Nova Scotia and 
Newfoundland is expected to drop by 
more than 10 per cent. In 1993, the 
lead is expected to be taken by On- 
tario, Manitoba and Nova Scotia, 
which will all register increases of 
more than 15 per cent. Smaller posi- 
tive advances are expected for all 
other provinces except Saskatchewan 
which will have a marginal decline. 
The resale market, also benefiting 
from these favourable influences, is 
expected to show moderate growth 
over the next year and a half. Total 
sales through the MLS system should 
rise to 316,000 units this year and to 
333,000 units in 1993, for respective 


annual increases of 5.1 and 5.4 per 
cent. 

A gradual recovery in housing 
markets and an environment of low 
inflation should limit house price in- 
creases. The New House Price Index 
is expected to be down by 0.5 per 
cent this year and up 3.6 per cent next 
year. Different regional profiles un- 
derlie this national trend. In 1992, 
prices will be lower in several On- 
tario CMAs while they will rise by ap- 
proximately 8 per cent in the two 
metropolitan areas in B.C. In 1993, 
the increases will be around 10 per 
cent in British Columbia while they 
will range from one to four per cent 
in other provinces. On the resale 
markets, expectations are for price in- 
creases of 2.2 and 5.9 per cent in 


1992 and 1993. The slightly higher in- 
creases, compared with the New 
House Price Index reflect the large 
proportion of MLS sales in British 
Columbia as well as a market that 
will include an increasing presence of 
move-up buyers. 

The recovery for this year and next 
is more subdued than usual for both 
the economy and housing markets. 
The level of starts forecast for 1992 
and 1993 suggests increasing pent-up 
demand that should push starts ac- 
tivity beyond the 200,000 level for 
several years after 1993, when the 
economy enters a real expansion 
phase. @ 
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PROVINCIAL HOUSING OUTLOOKS 


= Northern cod moratorium 
and Hibernia delays con- 
tribute to housing slump. 


@ Marginal gains forecast for 
housing markets in 1993. 


Housing Demand Falters 


Job losses and further erosion in con- 
sumer confidence led to a 17.5 per 
cent decline in housing starts in the 
first half of 1992. New home construc- 
tion improved in the second quarter 
but remained at depressed levels. 
Single-detached starts fell 21.7 per 
cent to 558 units while multiple-unit 
construction was down 4.0 per cent to 
215 units. Demand for rental accom- 
modation in the St. John’s region con- 
tinued to decline in the second quarter 
with the vacancy rate rising to 7.3 per 
cent. 

Lower interest rates and the 
availability of 95 per cent financing 
provided a boost to the first-time 
buyer segment of the resale market in 
the early part of 1992. Signs of 
recovery stalled in May as economic 
uncertainty took hold. MLS sales in 
the metro region rose a modest 0.3 
| per cent with the market maintaining 

its favour to buyers. The average 
| price of a resale home in the 
| St. John’s area increased 1.9 per cent 
to $90,543. Including the Central 


Newfoundland 


by Mac Woodman and Brian Martin 


region, MLS sales were up 1.1 per 
Cent. 


1992-93 Outlook 


Weak Economic 
Performance 


The two year moratorium on the 
northern cod fishery coupled with a 
reduction in Hibernia development ex- 
penditures will lead to a 2.5 per cent 
decline in economic output in 1992. 
An expected resumption in Hibernia 
investment coupled with a gradual 
recovery in other key resource-based 
industries will support economic 
growth of 1.5 per cent in 1993. 

The northern cod moratorium will 
result in further plant closures and 
directly affect an estimated 19,000 
fishermen and plant workers. When 
combined with a five year morator- 
ium on the salmon fishery and a tem- 
porary ban on the commercial caplin 
harvest, fisheries related output is 
forecast to decline by more than 50 
per cent over the 1991-92 period. 

Following Gulf Canada’s with- 
drawal from Hibernia, the develop- 
ment is expected to get back on 
stream next year with significant 
gains in expenditures forecast. Over- 
capacity and weak markets will con- 
tribute to marginal declines in 
newsprint output in 1992. Renewed 
strength in global markets will sup- 
port moderate growth in newsprint in 
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| 1992-93 Forecast. 


1993. Following lower output this 
year, the re-opening of the Hope 
Brook Gold Mine and improved 
markets for iron ore will result in 
modest growth in metal mining in 
1993; 

The income replacement program 
for workers directly employed in the 
northern cod fishery is not expected 
to completely offset lost wages. Com- 
bined with higher taxation and a 
provincial government wage freeze, 
real disposable income is expected to 
decline in 1992. Lower incomes and 
reduced confidence will suppress con- 
sumer demand and contribute to 
declines in retail trade this year. Busi- 
nesses providing services to the 
fishery will be hardest hit. Modest 


Housing Starts 
Units Thousands (Qtrly) 
NEWFOUNDLAND | 


1991 1992 1993 


MM sinctes MULTIPLES 


| SOURCE: CMHC. 


Residential MLS* Sales 
Units Thousands 


5 


| MM actuat 


EWFOUNDLAND 


Bommowm oo 69 90 91 


92 93 


— FORECAST 


SOURCE: The Canadian Real Estate Association. 
MHC: Forecast. 


Multiple Listing Service (MLS) is a registered 
certification mark owned by The Canadian Real 
Estate Association. 


_ gains in employment will provide 


stimulus to the service sector in 1993. 
Widespread weaknesses 
throughout the economy will be 
reflected in a 4.6 per cent drop in 
employment in 1992. Employment is 
forecast to advance 1.1 per cent in 
1993 largely on the strength of Hiber- 


_ nia. The economic downturn will lead 
_ toa shrinking labour force in 1992. 


Reductions in the labour force will 
mask the total impact on employment 
with the unemployment rate forecast 


to average 20 per cent in 1992 before 


falling marginally to 19.8 per cent in 


1993. 


A weak economic recovery in 


_ other parts of the country combined 


with a fisheries response program 
viewed as acceptable by many will 
limit the exodus of people. According- 
ly, the net outflow of persons is 
forecast at 3,700 in 1992 and 4,500 in 
1993. 


Marginal Recovery for 
Housing Markets in 1993 


The positive influences of declining 


_ Interest rates and government initia- 


tives have been overshadowed by the 
fishery ban and Hibernia delays. The 
housing slump is expected to con- 
tinue for the remainder of 1992 with 
only marginal gains forecast for 1993. 
Higher unemployment and low con- 
sumer confidence will lead to an 18.9 
per cent decline in new home produc- 
tion to 2,300 units in 1992. Although 
Hibernia spinoff activity will stimu- 
late residential construction next year, 
higher levels of out-migration and an 
oversupplied resale market will limit 
the increase to 2,500 units. 

Following a 25.1 per cent decline 
to 1,600 units in 1992, single- 
detached starts will advance to 1,750 
units in 1993. Multiple-unit construc- 
tion in 1992 is forecast to remain un- 
changed from 1991 levels. It will rise 
to 750 units in 1993 and continue to 
be concentrated in two-apartment 
dwellings and seniors housing. Lower 
levels of assisted housing will 
moderate housing starts. 

Low interest rates and 95 per cent 
financing will help to cushion the im- 
pact of a weak economy on the resale 
market this year. At 1,800 units, total 
MLS sales in the St. John’s region 
will remain unchanged this year from 
1991 levels. Spinoffs from the Hiber- 
nia project will support modest gains 
in activity next year with total MLS 
sales increasing marginally to 1,900 


units. MLS sales in central New- 
foundland are forecast at 100 units in 
both 1992 and 1993. The increase in 
sales of entry level homes will 
moderate price growth in 1992/93. 
The average MLS house price is 
forecast to decline 0.9 per cent to 
$90,000 in 1992 before advancing 2.2 
per cent in 1993. 

Demand for rental accommodation 
is not expected to show signs of im- 
provement until late 1993 reflecting 
the persistence of weak economic con- 
ditions. Increased homeownership, 
higher levels of out-migration and an 
ongoing supply of two-apartment 
dwellings will limit the demand for 
larger rental projects. Vacancy rates 
are expected to range between 7.0 and 
8.0 per cent during the balance of 
1992 and 1993 with rental rates for 
average accommodation expected to 
increase at or slightly below a 2 per 
cent inflation rate.@ 


Key Provincial Indicators 


Newfoundland 
. 199] 1092 oes 19085. 
Real GDP (% Change) -0).4 2i5 LS 
Employment (% Change) -2.0 -4.6 | 
Unemployment Rate (%) 18.4 20.0 19.8 
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* Multiple Listing Service (MLS) is a registered certification mark owned by The Canadian Real Estate 


Association. 
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PROVINCIAL HOUSING OUTLOOKS 


Island 


by Ralph Freeze 


m Housing starts turn corner in 
second quarter of 1992. 


_ Minimal economic growth 
seen for 1992. 


_m Job uncertainty impacts 
resale market. 


Housing Starts Improve 
on Strength of Second 
Quarter 


The second quarter of this year ex- 
perienced a five per cent improve- 
ment in housing starts relative to the 
same period last year. This represents 
the only significant increase since late 
1990. Although 1991 was one of the 
worst years for new construction, a 
five per cent increase is a welcome 
sight. Single starts in the rural areas 
fueled the increase, along with a large 
jump in the construction of semi- 
detached units which led to an in- 
crease in multiple starts. Declining 
apartment starts are in response to 
record high vacancy rates in 
Charlottetown. Total starts in the 
province are also five per cent ahead 
of the first half of 1991. 

PEI is one of the few provinces 
with fewer MLS sales at mid-year 
than 1991. Traditionally, the Island 
has been late going into and coming 
out of recessions. This holds true for 


Prince Edward 


the current economic tide. Rising 
unemployment rates have only added 
to already depressed consumer con- 
fidence. Insecurity about employment 
has eroded the impact of declining 
mortgage rates especially in the urban 
communities. 

Sales are also affected by the fact 
that strength in the housing market is 
coming from rural areas. Existing 
homes in rural communities are few, 
and often older stock, which leaves 
building as the only option. 


1992-93 Outlook 


Economy Crawis for 
Another Year 


Economic growth for 1992 and 1993 
is forecast at 1.0 per cent and 2.5 per 
cent respectively. Construction 
continues to be the source of improve- 
ment. Although new home construc- 
tion will provide growth, the main 
source will be in the form of non- 
residential construction. Farm income 
is expected to improve as the potato 
industry makes up for some of the 
losses experienced over the past two 
years. The price outlook is positive 
but concerns remain over market ac- 
cessibility due to the potato virus. 

In 1993, employment will get a 
boost as the GST centre in Summer- 
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side begins to fill positions. After four 
years of net out-migration, a positive 
influx of people is expected for 1993. 
Solid news on the fixed link will not 
be in time to impact 1992, but a green 
light on the project would cause an 
upward revision to the economic out- 
look for 1993. 


Starts Increasing by 15 
Per Cent 


Housing starts are forecast to increase 
by 15 per cent to 635 units in 1992, 
followed by a small jump in 1993 to 
650 units. A stubbornly high un- 
employment rate has led to out-migra- 
tion and hesitant consumers. On top 
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1992-93 Forecast. 
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of this, the number of existing homes 

_ listed for sale is high and the entire 

_ province could be classified as a 

_ buyer’s market. This has hindered 

those desiring to sell and build new 

homes as there is a wide selection of 

_ competitively priced existing units on 

_ the market. Under this set of cir- 

cumstances, the increase in housing 

_ Starts is lower than would be expected 

_ given the reduction in mortgage rates. 

Increased housing starts for both 

1992 and 1993 are expected to come 

_ from single-family home construc- 

- tion. Rural areas will provide the driv- 

_ ing force behind single-family starts 
due to a lack of housing alternatives. 

Apartment construction has 

_ declined by 60 per cent from the peak 

_ in 1988 to the end of 1991. The 

_ forecast will remain at 175 units in 

1992, declining modestly to 150 units 

_ in 1993. This is a result of record high 

_ vacancy rates in Charlottetown. 

Private rental construction will be 


focussed on special markets such as 
close proximity to the university, and 
the Summerside area. After three 
years of virtually no rental construc- 
tion in Summerside, a few units have 
been started in response to demand 
for modern accommodations. 


Resale Market Slips in 
1992 


The forecast for MLS sales has been 
revised downward. Due to the drop in 
sales during the first six months of 
1992, it appears unlikely that 1991 
levels will be reached. Therefore, a 
drop of eight per cent is forecast for 
1992 as lingering unemployment and 
fewer seasonal jobs cut into 
household income and cause uncer- 
tainty for potential home purchasers. 
Although reduced mortgage rates 
have lowered the cost of home owner- 
ship, high vacancy rates in the rental 
market do not leave much room for 
rent increases. The motivation to 
leave a rental unit for ownership is 
shaky under these conditions. 


A Six per cent increase in sales for 
1993 will be the result of improving 
consumer confidence. Employment is 
expected to be on a track toward pre- 
recession levels and the recent pattern 
of residents leaving the province will 
reverse. This will provide a boost to 
housing demand. As the economy 
shows signs of healthier growth, 
houses will start to sell. Signals have 
been in place indicating a move in 
this direction since early summer of 
this year. Real estate companies have 
been adding a number of agents to 
their roster as activity begins to pick 
up. 

Average resale prices for 1992 are 
forecast to remain at last year’s level 
and increase by three per cent in 
1993. The lack of movement in 
average price this year is partially due 
to fewer sales of expensive homes. In 
addition, prices of comparable homes 
are not expected to increase until the 
economy improves and the number of 
listings 1s reduced. These factors are 
expected to develop on the Island 
during 1993." 


Key Provincial Indicators 
Prince Edward Island 

1991 1992 1993 
Real GDP (% Change) -0.5 1.0 oe | 
Employment (% Change) -4.1 0.0 1.9 | 
Unemployment Rate (%) 16.8 17.0 16.0 | 
Housing Starts (Units) | 
Total 593 635 650 
Singles 376 460 500 
Multiples Lai ie 150 
MLS* Sales (Units) 764 700 740 | 
Average MLS* Price (Dollars) eo ties 71000 O00.) 


SOURCES: CMHC, The Canadian Real Estate Association and Statistics Canada. 


(F) Forecast by CMHC. 


* Multiple Listing Service (MLS) is a registered certification mark owned by The Canadian Real Estate 


Association. 
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PROVINCIAL HOUSING OUTLOOKS 


Nova Scotia 


by André Moore and Joel Baltzer 


/ 
7 


m Adelayed economic 
recovery and oversupply of 
apartments is curtailing 
residential construction in 
1992. 


m Astrong increase in single 
housing starts this year will 
not be sufficient to offset a 
large drop in apartment unit 
starts. Consequently, total 
housing starts will fall 22.7 
per cent to 4,000 units in 
1992. 


m The outlook for 1993 is 
more positive, with total 
housing starts rising 20 per 
cent. 


Housing Starts Continue 


Slide in 1992 


Amidst a sluggish economy, provin- 
cial housing starts fell to the lowest 
level in ten years. Total housing starts 
dropped 23.7 per cent to 1,582 units 
in the first half of 1992, compared to 
the same period in 1991. The decline 
is attributed to a large drop in apart- 
ment starts following an apartment 
construction boom in 1991. 
Developers have responded to over- 
built rental markets by curtailing 
plans to build new apartment build- 
ings in 1992. 

Despite the downturn in residential 
construction, housing demand seems 
to be on the rise in Nova Scotia. 


Improved affordability — low 
mortgage rates, reduced downpay- 
ments, and tax free RRSP withdrawals 
— has created an upsurge in housing 
demand, particularly from first-time 
buyers. New single-detached homes 
rose 22.4 per cent in the first half of 
the year, compared to the same period 
in 1991. Similarly existing home 
sales increased 9.5 per cent in the first 
half of the year. It is estimated first- 
time buyers accounted for 55 per cent 
of residential sales through mid-year. 


1992-93 Outlook 


Recovery Delayed, But in 
the Works 


Initial projections for an end to the 
recession in Nova Scotia this year, as 
part of a larger Canadian recovery, 
have been dashed. After heavy losses 
at the beginning of the year, the 
economy is on a slow path to 
recovery. However, gains made at the 
end of the year will not be sufficient 
to offset losses encountered at the 
beginning, with economic activity 
(Real GDP) registering a 0.6 per cent 
decline overall for 1992. The 
recovery will continue throughout 
1993 with growth forecast at a 
modest 2.5 per cent. 

The combination of recession and 
structural changes to the economy has 
been particularly hard on business 
and consumer confidence. As well, 
government cutbacks and losses of 
cornerstone businesses (e.g., Rio 


Algom Tin Mine, Dominion Textile, 
Central Guaranty Trust Company) in 
Nova Scotia throughout the recession 
have had a profoundly negative effect 
on confidence. 

According to Statistics Canada, 
total investment spending will drop 
for a third consecutive year. Spending 
will decrease by 6.2 per cent in 1992, 
with fewer large scale projects 
planned, and with many of those al- 
ready underway winding down. Some 
of the larger projects on the books in- 
clude the Twinning of Highways 101 
and 104, new Halifax Infirmary and 
Cape Breton Regional hospitals, Point 
Aconi power construction project, off- 
shore oil field development, and 
Maritime Telephone and Telegraph’s 
multi-year modernization program. 

Despite the recession, business and 
consumers will have to return to the 
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1992-93 Forecast. 


market place eventually to take care 
of pent-up needs and to invest in their 
futures. A combination of historically 
low interest rates, near zero inflation, 
favorable exchange rates with the 
U.S., an abundance of idle capacity, 
and low costs for labour, land and 
materials, are creating the foundation 
for the economic recovery in Nova 
Scotia. 

The recession has cost 8,000 jobs, 
both in 1991 and 1992. Nova Scotia’s 
labour market will rebound in 1993, 
with about 8,000 new jobs created. 
The unemployment rate will rise to 
average 12.9 per cent this year, before 
declining to 12.1 per cent in 1993. 


Mixed Signals for Housing 


A delayed economic start-up for 
Nova Scotia has led to a downward 
revision of the housing forecast. 
Reduced apartment construction will 
lead to total housing starts dropping 
22.7 per cent to 4,000 units in 1992. 
Tn 1993, housing markets will 
rebound in concert with modest 
economic growth. Total housing starts 
will rise 20.0 per cent to 4,800 units 
next year. 

The demand for new single homes 
was on the rise during the first half of 
(1992, and is expected to continue 
throughout the forecast period. In- 
creased home purchases from first- 
time buyers has raised the level of 
house construction. Only about 15 per 
cent of first-time buyers are purchas- 
ing new homes. However, increased 
home purchases from this market seg- 
ment are creating opportunities for ex- 
isting home owners to trade-up to 
new ones. Single-detached home 
starts will rise 11.4 per cent to 2,900 
nits in 1992, followed by a 13.8 per 
ent increase to 3,300 units in 1993. 

_ Existing home sales will rise 8.4 
per cent to 6,300 units in 1992, and a 
urther 3.2 per cent to 6,500 units in 
1993. The level of first-time buyers is 
“xpected to moderate somewhat 
hroughout the forecast period as pent- 


up demand is satisfied. However, at- 
tractive financing options, including 
continued low interest rates, will fur- 
ther stimulate housing demand as the 
economy improves. Additional 
demand will help firm-up house 
prices, with average prices rising 4.1 
per cent to $90,000 this year, and a 
further 4.4 per cent to $94,000 in 
ei By 

Multiple-unit housing starts will 
fall 57.2 per cent to 1,100 units in 
1992, before rising 36.4 per cent to 
1,500 units in 1993. Investor interest 
in rental housing is waning. Several 
factors are contributing to less apart- 
ment construction during the forecast 
period, including high vacancies, 
large inventories of units currently 
under construction, slowing rental 
demand, some land supply con- 
straints, and cautious lenders. Unlike 
apartment starts, construction of semi- 
detached units will rise in 1992 and 
1993 as contractors build this affor- 
dable housing form, mostly with first- 
time buyers in mind. 

Nova Scotia rental markets are 
oversupplied. Apartment vacancies in- 
creased during the past year in all of 
Nova Scotia’s urban centres as a 
result of both increasing supply and 
weakening demand. In Metro Halifax, 
for example, the apartment vacancy 


Halifax Vacancy Rate 

(3 units or more, privately 
initiated) 
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rate rose to 5.5 per cent in April 1992 
the highest in 29 years. Rental 
demand is expected to moderate 
somewhat during the forecast period 
as some tenants take advantage of 
favorable housing market conditions 
in order to buy their own homes. As 
well, additional completions will fur- 
ther boost the apartment supply. In 
Halifax, vacancy rates will rise fur- 
ther to 6.1 per cent in October 1992, 
before gradually declining to 5.1 per 
cent by October 1993. @ 
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PROVINCIAL HOUSING OUTLOOKS 


New Brunswick 


by Bruce Read 


m Residential construction this 


year will lead 1991 level by 
11.4 per cent. 


Resale market activity to 
match 1991 level before 
increasing by 250 sales in 
1993; 


Rental markets to remain 
soft over the forecast period. 


Housing Market Review 
— First Half 1992 


The start of an economic turnaround 
had a positive impact on the housing 
market in New Brunswick. Improved 
affordability and recovering con- 
sumer confidence resulted in in- 
creased activity in both the new and 
resale markets during the first half of 
the year. 

The most pronounced impact was 
felt in the new construction market | 
where activity to the end of June led 
the 1991 mid-year level by 39 per 
cent. Although first quarter activity 
trailed last year’s performance, 
second quarter housing starts ad- 
vanced by a robust 60 per cent. 
Growth in the new construction 
market occurred equally in the single- 
family and multiple-family segments. 

Recovery in the resale market 
remained on a weaker footing. 
Despite a 17 per cent increase in sales 
during the first quarter, sales to the 


end of June were less than one per 
cent above last year’s mid-year level. 


Prices however, continued to move 
ahead and by the end of the second 
quarter the average price of homes 
selling in the resale market was up 
2.8 per cent to $83,437. There are cur- 
rently considerable differences in 
price growth in the various markets 
within the province. Prices in the 
Moncton market to the end of June 
have increased by more than six per 
cent as buyers shift their focus to the 
more expensive house types. The 
average selling price in the Saint John 
market, however, has fallen $400 
below the 1991 mid-year level of 
$80,900. This comes as a result of the 
continuing preference for the less ex- 
pensive first-time ownership houses. 
The rental market in New 
Brunswick continued to soften. The 
average vacancy rate for the six cities, 
that stood at 4.4 per cent in April 
1991, moved up to 5.5 per cent this 
spring. Increased rental supply 
coupled with a movement into 
homeownership by financially secure 
renters underpinned this change. 


1992-93 Outlook 


Economic Recovery Is 
Slow to Arrive 


The New Brunswick economy Is ex- 
periencing some difficulty in regain- 
ing a solid economic footing. The 
protracted recovery in the New 
England States is having a propor- 
tionately greater effect on the New 
Brunswick economy, due to its heavy 
dependence on export markets. 
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Earlier expectations for growth in 
1992 of 2 per cent have been lowered 
in light of the lagging performance of 
some of the key export oriented in- 
dustries. The revised forecast calls for 
a growth rate of | per cent this year 
and an improved 3 per cent rate of 
growth in 1993. 

Forestry and its related industries 
are New Brunswick’s most important 
employment generator. Industry 
rationalization that has been occur- 
ring in global markets over the recent 
past has had a negative impact on the 
local job market. The many jobs that 
were lost during the recent downturn 
will be difficult if not impossible to 
recover. The continued soft market 
conditions for wood chip and paper 
products will only serve to aggravate 
this situation. It will not be until 1993 


Housing Starts 
Units Thousands (Qtrly) 
NEW BRUNSWICK 


1.2 
Hi ( i j | 
0.8 j 
0.6 | 
0.4 

L| 
0.2 

‘a 
0.0 
1991 1992 1993 

MB sinctes [| MULTIPLES 


SOURCE: CMHC. 
1992-93 Forecast. 


Residential MLS* Sales 
Jnits Thousands 

MEW BRUNSWICK 

| 


86 87 88 89 90 91 


92093 


(2 FORECAST 


| MM actuat 
} 
: 


‘OURCE: The Canadian Real Estate Association. 
‘MHC: Forecast. 

| Multiple Listing Service (MLS) is a registered 
certification mark owned by The Canadian Real 


Estate Association. 


_ that this key sector of the economy 
regains a portion of its lost vitality. 
The mining industry will be the 
bright spot in New Brunswick’s array 
| of resource-based industries. Signifi- 
cant improvements in productivity, in 
combination with improving prices 
for base metals, will place this impor- 
tant industry back on its feet in 1992. 
The labour market will regain some 
lost ground during 1992 and display 
healthy growth in 1993. The unem- 
ployment rate rose to 12.7 per cent in 
1991 as the recession erased 5,000 
jobs from the local economy. As the 
recovery proceeds an expanding 
labour force will continue to drive the 
1992 unemployment rate up to 13.0 
per cent. This will occur despite the 
forecast creation of 2,000 new jobs 
this year. Employment growth during 
1993 will be more robust. The fore- 
cast 5,000 new jobs next year will 
bring the unemployment rate back 
down to 12.5 per cent. 


| 
| 
| 


Improvements Forecast 
for Housing Market 


A steady economic recovery and con- 
tinued low mortgage rates will 


support growth in the housing market 
both this year and next. Consumer 
and investor confidence, that were 
weak during the opening months of 
this year, will strengthen over the out- 
look period. 

The number of new homes started 
will increase by 11.4 per cent to 3,200 
this year before moving up to the 
3,400 unit level in 1993. 

The good news will appear in both 
the single-family and multiple-family 
markets. The number of single-family 
homes built last year that totalled 
2,154 will increase to 2,500 this year 
and 2,800 in 1993. As pent-up 
demand for the less expensive starter 
homes is met during the early part of 
the forecast period, the larger move- 
up homes will again begin to appear 
as a buyer’s preference. Evidence of 
this has already begun to appear in 
some of the major market areas as 
builders report increased interest in 
larger house types. 

The production of apartment units 
and other multiple-family unit types 
is forecast to reach 700 new units this 
year. As escalating vacancy rates 
place project viability in question 
during the latter part of the forecast 
period, production levels will decline. 
The forecast for multiple starts in 


1993 calls for the initiation of 600 
new units. 


Resale Market to Expand 
In 1993 


Despite the temporary loss of momen- 
tum in the resale market, sales to year 
end will match the 1991 total. While 
sales have surged ahead in the 
Fredericton area, buyers in the Saint 
John and Moncton markets have dis- 
played some hesitancy to commit 
themselves to the purchase of an exist- 
ing home. This comes in part as a 
result of the ability of local builders 
to place modestly priced homes on 
the market for the first time home- 
buyer. The Saint John and Moncton 
markets, however, will recover as the 
year proceeds and provide much of 
the strength necessary to carry 1993 
provincial sales to the forecast 3500 
unit level. 

Prices on average will display 
good growth this year and next. The 
average price of homes sold during 
1992 will advance by 4.1 per cent to 
$84,250. Improved price growth will 
come in part as a result of increased 
sales of larger more expensive homes 
in the various markets within the 
province. House prices will edge up 
an additional 3.3 per cent in 1993. m 


Key Provincial Indicators 
New Brunswick 
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PROVINCIAL HOUSING OUTLOOKS 


Quebec 


by Kim-Anh Lam 


mw Residential construction to 


| continue downward in 
| second half. 


m Asluggish economic climate 
will prevail in 1992 with an 
upturn expected for 1993. 


mw For 1993, improved con- 
| sumer confidence will bring 
a construction recovery. 


| ese 


| Mixed Results on the 
Housing Market 


The housing market, after having 
| posted mixed results over the first six 

months of 1992, is expected to 
| decline further over the next few 

months before entering a new growth 

phase in 1993. 

Residential construction, in the 
~ second quarter, was on an upswing 
with 45,000 housing starts SAAR, 
which represents a 36 per cent 
_ increase over the preceding quarter. 
This upswing, a welcome develop- 
ment following the very low construc- 
tion levels of last winter, was 
however, lower than last year’s 
second quarter. 

There were a total of 14,247 actual 
housing starts during the second 
quarter of this year, a decrease of 10 
per cent compared to the exception- 
ally high level for the same period in 
1991. This decline is due to a 15 per 
| cent reduction in the number of new 


single-detached dwellings and to a 
reduction of 7 per cent in new rental 
units. The only products recording 
growth were row houses and condo- 
miniums. These units, with prices 
under $100,000, were attractive for 
first-time buyers. 

Due to the slow pace of the 
recovery and productivity growth, the 
labour market continued to deteriorate. 
The precarious employment situation 
for those in the 25 to 44 year age 
group, who make up the main pool of 
potential clients for the single-family 
product, would seem to be at least 
one reason for lower activity in single- 
family construction. 

During the second quarter, the rent- 
al market in the province enjoyed 
some relief. The vacancy rate went 
down from 7.1 per cent in October 
1991 to 6.4 per cent in April 1992. 
Moreover, the new rental stock still 
unoccupied shrunk by 31 per cent, to 
only 1,725 units as of the end of June. 
This situation is the result of a steady 
reduction in rental construction. 
Moreover, new immigrants as well as 
certain tenant households preferred to 
rent rather than own given the 
problematic labour market. 

The resale market, still dominated 
by first-time buyers, did not maintain 
the momentum built up during the 
first quarter of 1992. After an increase 
of 25 per cent in the first quarter, the 
number of MLS sales (9,770) in the 
second quarter was practically identi- 
cal to that for the same quarter last 
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year. Buyers’ market conditions con- 
tinued to prevail with a large number 
of houses for sale and the average 
price of MLS transactions remained 
virtually the same. 


1992-93 Outlook | 


Economic Upturn 
Forecast for 1993 


The housing market will get back on 
the growth track in 1993 due to a bet- 
ter economic outlook. After a weak 
1.5 per cent increase in 1992, real 
G.D.P. will rebound by 3.5 per cent in 
1993. The productivity gains 
achieved this year will fuel increases 
in production and exports. Moreover, 
the recovery in the U.S. will boost ex- 
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ports especially for pulp and paper, 


lumber and aluminum. 

In 1993, Quebec will benefit from 
recent investment commitments in 
leading industries (pharmaceutical, 
transportation and communications). 
The GM plant in Boisbriand will start 
production of new models this fall 
while the Canadair-Bombardier plant 
has already increased its production 
capacities. Public investments in road 
and power distribution systems will 
reinforce the recovery. The only cloud 
on the horizon will be the continued 
weakness of investments in industrial 
and commercial construction, the 
result of high vacancy rates in these 
types of buildings. 

After two years of contraction and 
adjustments due to the GST and the 
Quebec Sales Tax, a flexible 
monetary policy with low interest 
rates should encourage consumers to 
spend. Consumer spending will in- 
crease by 3.5 per cent in 1993, sus- 
tained by sales of cars and durable 
goods (kitchen appliances and furni- 
ture). 

The labour market, after a loss of 
35,000 jobs in 1992, will recover with 

an offsetting increase in 1993. In spite 
of a gradual increase in production, 
the unemployment rate will remain 
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above 12 per cent as job creation will 
not be sufficient to meet the growth in 
the labour force. 

The effects of international migra- 
tion on the housing market have 
remained important in compensating 
for the negative interprovincial 
migratory balance. In an economy 
where jobs are increasingly scarce, 
Quebec’s net migratory balance will 
be only 26,500 in 1992 and 27,000 in 
1993, with both figures being lower 
than last year’s net flow of 31,249. Al- 
ready during the first quarter of this 
year, the province’s net migratory 
balance is down 1|1 per cent compared 
to figures for the first quarter last year. 


Housing Market to Show 
Renewed Strength in 
1993 


Residential construction will close 
1992 with 39,900 units but will show 
more strength in 1993 with 44,500. 
Residential construction will slide fur- 
ther over the next few months with 
the first-time buyer pool getting 
progressively smaller. The end of the 
provincial "Deal Estate Program" and 
"Home Ownership Down Payment 
Assistance Program" in the first 
quarter of this year encouraged first- 
time buyers to advance their home 
purchase. Moreover, move-up buyers 
will not be very active this fall. In 
fact, a slack labour market and weak 
consumer confidence will certainly 
not be incentives for consumers to 
incur debts by buying more expensive 
houses. | 
The number of single-detached 
houses built in 1992 (20,000) will be 
11 per cent lower than the number 
built in 1991. Renewed buyer interest 
for intermediate priced houses will 
further increase activity in 1993 lead- 
ing to the construction of 24,800 
single-detached houses. Semi- 
detached and row houses will remain 
popular among first-time buyers 
throughout 1992 with a production 
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rate (7,400 units) practically as high 
as last year. For 1993, this sector will 
fade somewhat as activity will pick 
up for detached houses priced 
$100,000 and more. 

In 1992, stiff competition on the 
residential market will mean that the 
average price for new houses will 
remain stable for a second consecu- 
tive year, even with the implementa- 
tion, as of July, of the 4 per cent 
Quebec Sales Tax (QST) on new 
houses. For 1993, a 3 per cent price 
increase will reflect the forecast in- 
crease in activity. 

Rental construction activity will 
fall to a record low of 7,500 units in 
1992. The 18 per cent decline in starts 
of rental units will help to move the 
market toward a better balance. Low 
rent increases, difficulties experi- 
enced in renting units and the aboli- 
tion of the capital gains exemption in 
the real estate area, all reduce incen- 
tives for investors interested in new 
rental housing. For 1993, starts in this 
sector will improve, rising to 10,000 
units. The vacancy rate, which will 
peak in October, will come back 
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down to around 5 per cent in 1993. 
The Montreal metropolitan area, for 
example, with 70 per cent of the 
provincial rental stock, will record a 
vacancy rate slightly above 8 per cent 
this fall. 

The condominium market, still 
trying to cope with a glut of new, up- 
scale units unsold, will, nevertheless, 
have a good year. The forecast of 
5,000 units for 1992 will mean a 
slightly better performance than last 
year. New construction was targeted 
solely on very inexpensive row house 
units or low density buildings. In 
1993, there will be a gradual increase 
in popularity of condominiums priced 
$100,000 and more to meet a demand 
generated by retired people, or those 
close to retirement age, who have 


been successful in selling their houses. 


The number of MLS transactions 
will increase by 8 per cent in 1992 to 
30,200. The resale market with a 
large supply of affordable homes will 
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continue as the market of choice for 
first-time buyers. Next year, thanks to 
a more vigorous recovery and to the 
federal 5 per cent down payment plan 
and the RRSP Home Buyers’ Plan, 
the resale market will post a 10 per 
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cent increase in sales. The average 
sale price will not increase much 
more than | per cent in 1992 but will 
show a higher increase of 3 per cent 
in 1993. = 


PROVINCIAL HOUSING OUTLOOKS 


Ontario 


by Alex Medow 


m= Migration and job growth to 
stimulate housing markets 
in the next two years. 


m Home price turnaround ex- 
pected. Moderate price 
growth forecast for 1993. 


m@ Active market of first-time 
resale home purchases to 
spill over to move-up new 

home market in 1993. 


Cautious Home 
Purchasing 


Ontario’s economy was hit dispropor- 
-tionately hard during this recession 
_and housing markets are still shaking 
| off the influences of the deep 
economic downturn. The province’s 
new home starts, at 55,000 SAAR in 

_ the second quarter of 1992, reflected 
cautious home purchasing and 
remained virtually unchanged from 
the 56,000 SAAR in the first quarter. 
| Housing starts were, however, consid- 
erably better than last year. This 
year’s first half year-to-date figure of 
27,120 was almost a third higher than 
_ the 20,467 units started during the 

| recessionary low levels of the first 

_ two quarters of last year. Year-to-date 
_ single-detached home construction 
rose moderately by 14.7 per cent 
from last year. Government assisted 
Tental starts have lifted year-to-date 


) 
} 
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multiple dwelling construction by 50 
per cent. 

Rental vacancy rates in Ontario’s 
Census Metropolitan Areas (CMAs), 
fluctuated around their highest levels 
in over a decade in the April 1992 
rental market survey. This attests to 
weak renter demand not only as a 
result of the doubling up of renters 
during the economic downturn, but 
also to tenure shifts from rental to the 
more affordable ownership market. 

Prices of existing Ontario homes 
declined throughout the first half of 
this year as a consequence of employ- 
ment losses and the large supply of 
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MLS listings of existing homes. 
Many potential buyers lost the con- 
fidence or financial ability to pur- 
chase more expensive homes when a 
two income household member lost a 
job. The decline of Ontario’s labour 
force participation rates, which was 
coincident with the MLS home price 
decline, reflected the gloomy atmos- 
phere of uncertain job prospects and 
discouraged unemployed persons 
leaving the labour force altogether. At 
the same time sales continued to trend 
upward as first time buyers took ad- 
vantage of the ever increasing affor- 
dability levels, the lower five per cent 
minimum required down payments 
and access to RRSP funds for home 
purchases. 


1992-93 Outlook 


Migration to Strengthen 
Housing Demand 


Ontario lost 314,000 jobs between 
February 1990 and April 1992, or one 
out of every sixteen jobs. Job losses 
were geographically centered around 
Toronto. The hardest hit was the 
province’s 15 to 24 year old age 
bracket, which lost approximately one 
in four jobs. The latest (at the time of 
writing this report) July Labour Force 
Survey, revealed that both seasonally 
adjusted employment levels and 
labour force participation rates were 


still hovering close to their recession- 
ary lows of April 1992. International 
immigration, which hit record levels, 
was one of the few forces during this 
recession working to stimulate 
Ontario’s housing demand. But even 
its impact was overshadowed by the 
economic downturn. The depth of the 
province’s employment descent ex- 
plains why, despite record low inter- 
est rates, prospective home buyers 
remained cautious about making large 
financial commitments. 

To the benefit of Ontario’s housing 
markets, several key economic in- 
dicators demonstrated that economic 
recovery is emerging in the province. 
Consumer confidence, as measured 
by the Conference Board of Canada’s 
Ontario Index of Consumer Attitudes, 
has shown moderate growth in the 
second quarter of this year. The con- 
sumer attitudes index jumped to 77.2 
per cent from the recessionary low of 
66.4 per cent in the first quarter. 
July’s nine per cent increase of the 
seasonally adjusted help wanted 
index revealed the start of a recovery 
in business confidence. The 1992 first 
quarter interprovincial migration data 
boasts a small net gain of 375 persons 
for Ontario, the first quarterly gain in 
three years. Immigrants to Canada, 
more than half of which come to On- 
tario, are expected to continue to ar- 
rive at the record 250,000 persons 
national target level. 

Migration and economic recovery 
will stimulate the province’s housing 
markets in the next two years. Ontario 
will enjoy net interprovincial migra- 
tion gains as labour markets improve 
relative to elsewhere in Canada. In 
combination with strong international 
immigration, the net migration flow 
to Ontario will rise significantly by 
the end of 1993. Ontario’s employ- 
ment will grow for the remainder of 
1992, supported by economic growth 
in the United States and the accom- 
panying pro-cyclical growth of the 
manufacturing sector. However, ear- 
lier monthly employment declines 


| 
| 


will leave the average annual employ- 
ment level 0.7 per cent lower. In con- 
trast to this year’s employment 
decline, strong labour productivity 
gains will lift real GDP by 1.4 per 
cent. Labour force growth, resulting 
from the re-entry of previously dis- 
couraged workers and net Ontario 
migration gains, will keep unemploy- 
ment high during the recovery stage 
of the economic cycle. 


Move-up Market to 
Strengthen in 1993 


Residential home starts are expected 
to finish the year 11.8 per cent higher 
than in 1991. Starts will accelerate 
with a further 17.8 per cent increase 
during the expansion of the Ontario 
economy in 1993. Condominium unit 
construction, predicted to total only 
3,520 in 1992, will be kept down by 
investor owned units on the resale 
market and a persistent supply of 
newly completed and unoccupied 
units. Modestly priced row condo- 
minium starts are expected to pick up 
in response to the demand for affor- 
dable housing. Ontario multiple unit 
home construction in 1992 is driven 
by large numbers of socially assisted 
rental starts, but current assisted hous- 
ing commitment patterns indicate that 
assisted rental starts will be lower 
next year. With an anticipated level of 
30,000 this year, multiple starts will 
rise 13.2 per cent, slightly faster than 
the 10.3 percent increase expected in 
single-detached home starts. 

A small increase of multiple unit 
starts to 30,500 1s expected next year, 
when a modest rise of condominium 
units will partially offset a reduction 
of assisted rental construction. Con- 
tinued tenure shifts to the more affor- 
dable ownership market, along with 
slow employment growth and dou- 
bling-up in the prime renting 15 to 24 
year age group, will act to keep the 
vacancy rates high through 1993 in 
most of Ontario CMAs. The weak 
renter demand will keep private rental 
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construction low. Single-detached 
home starts will accelerate in 1993, 
driven by growing employment levels 
and a spill-over of sales activity from 
a more active resale market. Next 
year’s single family home starts will 
rise by 34.5 per cent when baby boom 
move-up buyers re-enter the housing 
market, in search of the more expen- 
sive, newly constructed, single- 
detached form of housing. 

Average new house price indices 
are predicted to go down in Hamilton, 
Kitchener, St. Catharines and Toronto 
this year. All these cities are situated 
around Lake Ontario’s recession 
ravaged "Golden Horseshoe". Next 
year new house price indices are 
forecast to rise in all of the province’s 
CMAs, with the highest increases 
predicted in cities furthest from Toron- 
to. 

MLS sales of existing Ontario 
homes will grow 3.1 per cent to 
130,000 in 1992 under the influence 
of low interest rates, the lower five 
per cent minimum down payment, 
and the rush to access RRSP funds for 
home ownership before the March Ist 
deadline. Ontario’s monthly average 
MLS price is anticipated to rise 
modestly for the remainder of this 
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MLS* Sales and 
Single Housing Starts 
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' Multiple Listing Service (MLS) is a registered 
certification mark owned by the Canadian Real 


Estate Association. 


Key Provincial Indicators 
Ontario 


Ly Soe ee 1991 [gop ves yp93™ 
Real GDP (% Change) 15 . 1.4 4.0 
Employment (% Change) -3.4 -0.7 dead 
Unemployment Rate (%) 9.6 10.7 10.2 
Housing Starts (Units) 

Total 52794 59000 69500 
Singles 26290 29000 39000 
Multiples 26504 30000 30500 
MLS* Sales (Units) 126143 130000 138000 
Average MLS* Price (Dollars) wits 166000 170500 _ 


(F) Forecast by CMHC. 


Association. 


SOURCES: CMHC, The Canadian Real Estate Association and Statistics Canada. 


* Multiple Listing Service (MLS) is a registered certification mark owned by The Canadian Real Estate 


year, but this year’s annual average of 
$166,000 will be 4.4 per cent lower 
than last year. The average MLS price 
is expected to rise 2.7 per cent in 

1993 and MLS sales are anticipated 
to increase a further 6.2 per cent as 
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employment gains solidify and as 
Ontario’s housing markets confront 
the high net migration levels. m 


by Richard Goatcher 


m Aslow economic recovery 
this year gathers momen- 
tum into 1993. 


m Housing starts increase in 
1992 for the first time in 
five years. 


m Apartment vacancies in 
Winnipeg will drop below 
five per cent in 1993. 


Housing Markets Improve 
in 1992 


Improved affordability and 95 per 
cent mortgages for first-time buyers 
strengthened demand in Manitoba’s 
new and existing residential markets 
in the first half of 1992. However, 
continued job losses, weak consumer 
confidence and little improvement in 
homeowner equity positions com- 
bined to prevent a stronger recovery. 

New house construction increased 
30 per cent in the first six months, 
with most of the growth occurring in 
the urban areas. Activity in rural areas 
was notably weaker due to lingering 
concerns about the health of the 
agricultural economy. Resale activity 
experienced a strong resurgence in 
the first half, as largely stable prices 
and lower financing costs lured in- 
creased numbers of first-time buyers 
into the market. 


PROVINCIAL HOUSING OUTLOOKS 


Vacancies in Winnipeg’s private 
apartments declined in early 1992 due 
to a modest recovery in demand and 
continued low levels of new apart- 
ment construction. Apartment vacan- 
cy rates fell to 5.9 per cent in April, 
down from 6.6 per cent in October 
1901; 


1992-93 Outlook | 


Economic Recovery 
Disappointing to Mid-year 


The economic recovery expected in 
Manitoba during the second quarter 
of 1992 has been muted by weak con- 
sumer and business confidence and a 
slower than anticipated recovery in 
the rest of Canada and the United 
States. Employment gains associated 
with the 1992 recovery have yet to ap- 
pear, with job levels down in the first 
six months versus the same period 
last year. In 1992, total employment 
will fall slightly, with gains in goods- 
producing industries countered by los- 
ses in the service sector. Real GDP in 
Manitoba declined in 1991 and will 
recover by 1.2 per cent this year due 
to a stronger manufacturing sector. In 
1993, economic growth will increase 
by 3.0 per cent as exports improve 
along with domestic demand. Popula- 
tion growth will remain modest in 
both years due to continued, albeit 
lower, levels of net out-migration. 

Stronger commodity prices and in- 
creased exports will improve 


20 NATIONAL HOUSING OUTLOOK —THIRD QUARTER 1992 


economic growth in the second half 
of this year but increases in real in- 
comes and jobs will not be evident 
until 1993. There were more layoffs 
recently as firms struggle to remain 
competitive. Reduced world stocks of 
wheat will drive up prices and farm 
incomes in 1992/93. These benefits 
will be moderated by a decline in out- 
put associated with poorer growing 
conditions this year. Goods-producing 
industries such as manufacturing, con- 
struction and wood products will ex- 
perience stronger employment growth 
in 1992 and 1993 due to rising con- 
sumer demand and increased exports. 
Mineral production should recover in 
1993. Utilities output will increase 
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this year as the final units of the Lime- 
stone project are brought on-stream. 
Site preparations for the massive Con- 
awapa generating project will 

produce construction jobs in northern 
Manitoba in 1993/94. However, 
planned expenditures by REPAP in 
The Pas are doubtful due to the con- 
tinued weak outlook for the pulp and 
paper industry. 

While construction employment 
will benefit from stronger housing 
demand and a major upgrade of the 
Flin Flon smelter, overall weakness in 
non-residential activity will largely 
offset these gains. Poor consumer and 
business confidence will undermine 
job prospects in the service sector this 
year. Retailing was hard hit in 1991 
and will fail to make up the lost 
ground this year. Transportation 
employment will continue to drop in 
1992 due to job losses in airline, rail 
and trucking in Winnipeg. Govern- 
ment will be a net drag on the 
economy into 1993 due to the down- 
Sizing of activities at the Canadian 
Forces Base in Portage La Prairie. 


Stronger Housing 
Demand Into 1993 


Resale markets in Manitoba’s urban 
centres will end 1992 with sales well 
above last year’s levels, due to im- 
proved affordability and 95 per cent 
financing for first-time buyers. 
Residential construction will also 
strengthen due to lower mortgage 
rates and largely stable prices, but 
weak employment and modest in- 
come growth will moderate demand, 
particularly in the rural areas. Hous- 
ing starts will increase by 23 per cent 
in 1992 to 2,400 units. New house 
sales have been weak in the past few 
years, partially due to equity erosion 
in the resale markets. More balanced 
market conditions and stronger resale 
prices should increase new construc- 
tion in 1993. A stronger economy, in- 
creased jobs and rising consumer 
optimism will add to the improved 
demand for new homes. New house 
prices will remain fairly stable this 
year but should experience modest 
gains in 1993. Multiple unit activity 
will remain weak this year and in 
1993 due to high apartment vacancy 
rates in Winnipeg and only modest 
improvements in existing con- 
dominium prices. 


With first-time buyers leading the 
resale market rally, expanded sales 
will not produce higher average 
prices in 1992. Sales in the province’s 
four MLS boards will increase by 
over !(0 per cent this year, but average 
residential resale prices will remain 
unchanged near $81,000. In 1993, 
more balanced markets will gradually 
shift the advantage away from buyers, 
supporting price increases. MLS 
residential sales will reach the 11,000 
mark next year, with average prices 
up by 2.5 per cent. After improving 
for the past two years, affordability 
for first-time buyers will decline 
slightly in 1993 due to rising prices 
and higher financing costs. 

Apartment vacancies in Winnipeg 
reached a record high of 6.6 per cent 
in October 1991, but should experi- 
ence gradual declines throughout 
1992 and 1993 due to stronger 
demand and few apartment comple- 

_ tions. Improvement will be moder- 
ated by the increased movement of 
renters into homeownership this year, 
but declining affordability in 1993 
will reduce these losses. Apartment 
vacancies will fall below five per cent 
in 1993, with balanced rental markets 
occurring in a number of suburban 
communities. 


Key Provincial Indicators 
Manitoba 


SOURCES: CMHC, The Canadian Real Estate Association and Statistics Canada. 


(F) Forecast by CMHC. 


1991 99a A1g93e | 
| Real GDP (% Change) -3.3 Lee 3.0 
Employment (% Change) -2.3 -0.4 1.4 
Unemployment Rate (%) 8.8 9.4 el 
Housing Starts (Units) 
Total 1950 2400 3000 
Singles 1589 1900 2300 
Multiples 361 500 700 
MLS* Sales (Units) 9521 10500 11000 
| Average MLS* Price (Dollars) 7 80445 81000 83000 


* Multiple Listing Service (MLS) is a registered certification mark owned by The Canadian Real Estate 


Association. 
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PROVINCIAL HOUSING OUTLOOKS 


by Paul Caton and Bruce McDonald 


m Housing markets are 
recovering. 


m The industry should con- 
tinue to operate ata 
similar level of activity in 
1993. 


Stronger Housing Markets 
in First Half of 1992 


In the first half of 1992, Saskatchewan 
housing markets recovered from the 
worst conditions ever seen in the 
province since CMHC began record- 
ing activity. 

Regina led the province out of the 
housing slump. The provincial capital 
recorded more new single-family 
housing starts than all other cities in 
the province combined. The reloca- 
tion of two major firms from Ontario 
were the chief source of the upturn. 
Households moving to Regina, as 
well as first-time home buyers, in- 
creased demand in the resale market 
and allowed existing home owners to 
sell and move up into newly con- 
structed homes. 

Single-family housing construction 
has grown in almost all cities in the 
province in the first half of 1992. In 
cities such as Estevan, Moose Jaw, 
the Battlefords and Prince Albert, 
housing construction has more than 
doubled compared to the first six 
months of 1991. 


According to the Canadian Real Es- 
tate Association, sales of existing 
houses were up more than 30 per cent 
in the first six months. Lower down 
payment requirements for first-time 
home buyers, low mortgage rates and 
access to RRSP funds for home pur- 
chases have all helped to increase sales. 

The average resale price in the 
province fell slightly. The first-time 
home buyer, who made up a large part 
of the market in the first half of the 
year, typically bought less expensive 
housing. More recent sales statistics, 
however, indicate average sale prices 
are beginning to increase as demand 
grows for more expensive houses. 


1992-93 Outlook | 


Residential Construction 
Leads Growth 


Saskatchewan’s economy will grow 
by one per cent in 1992 and 2.5 per 
cent in 1993 after declining 0.3 per 
cent in 1991. Leading the growth in 
1992 will be gains in residential con- 
struction, manufacturing and agricul- 
ture. In addition, Farm Credit 
Corporation and Crown Life In- 
surance will relocate from Ontario to 
Regina in 1992. In 1993, continued 
growth in manufacturing output and 
increased consumer spending will 
boost the economy further. 

Low interest rates have resulted in 
increased residential construction in 
many centres of the province in 1992. 
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In 1993, relatively low interest rates 
will maintain activity in the residen- 
tial construction industry and will 
also lead to higher consumer and busi- 
ness spending. Although residential 
construction is improving, non- 
residential construction will fall as 
many projects will be completed in 
1992. Offsetting the loss will be an in- 
crease in manufacturing output in late 
1992 and into 1993. The newly con- 
structed Saskferco Fertilizer Plant, 
Millar Western Pulp Mill, and Lloyd- 
minster Heavy Oil Upgrader will all 
be in full operation by the end of 
1D 

Despite relatively weak market 
prices for grains, program payments to 
farmers are expected to be larger than 
they were last year. Agriculture Canada 
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forecasts net realized farm income in 

| Saskatchewan to increase by almost 50 
| per cent this year. The agriculture 

| sector’s future, however, will depend 
on the success of GATT negotiations 

| and its impact on grain markets. 

__ The number of jobs in Sas- 
katchewan will hold steady in 1992 and 
will increase by 3,000 in 1993. The 
completion of major non-residential 
‘construction projects and a weak min- 
‘ing sector will cause the unemployment 
rate to rise to 7.6 per cent in 1992 from 
7.4 per cent in 1991. However, in 1993 
new major employers will be in full 
Operation, which will help lower the un- 
employment rate to 7.2 per cent. 

Net out-migration from 
Saskatchewan responds to relative 
economic conditions in other prov- 
inces. In 1992, net out-migration is 
forecast to fall slightly to 8,100 from 
8,200 in 1991 as nearby provincial 
economies remain relatively weak. No 
change in the level of net out-migration 
is expected in 1993 as new employ- 
ment opportunities in the province will 
cause potential out-migrants to stay. 


Continued Improvement 

| Ousing markets in Saskatchewan 
will improve significantly in 1992 

and 1993 compared to the poor perfor- 


are forecast to reach 1,400 and 1,350 
units in 1992 and 1993 respectively 
after only 998 units in 1991. 

Most demand for new housing will 
come from households purchasing 
larger dwellings and empty-nesters 
and seniors buying condominiums. In 
many cases, these buyers are using 
equity gained from the sale of their 
existing houses. Some demand will 
come from rural households moving 
into the city. Regina will be the leader 
in both 1992 and 1993 as a result of 
relocations scheduled to take place 
throughout these two years. Gains to 
prices of new homes, however, will 
be limited as builders have to com- 
pete with an abundant supply of 
lower priced homes in the resale 
market. 

Demand for housing will be limited 
by population growth in 1992 and 
1993. Current rates of net out-migration 
from the province are almost equal to 
the natural increase in population. As a 
result, the population will remain the 
same and growth in the number of 
households will be small. 

First-time home buyers will help 
increase sales volumes by 15 per cent 
in 1992 compared to 1991. Sales will 
decline by five per cent in 1993 as the 
market returns to normal levels of ac- 


tivity. The number of homes listed on 
the resale market has been high in 
recent years. However, most resale 
markets in Saskatchewan will be clas- 
sified as "Balanced Markets” as the 
surplus of listings are absorbed. 

The average price of resale homes 
will increase by two per cent in 1992 
as a large part of the market in the 
first half of the year was comprised of 
the first-time home buyer purchasing 
less expensive homes. Of course, 
average prices will increase in more 
popular neighbourhoods as scarcities 
of certain types of houses develop. In 
1993, prices are forecast to increase 
three per cent as a greater proportion 
of higher priced homes are sold. 

The conditions which favoured 
first-time home buyers in the first half 
of the year have meant more renters 
than anticipated have bought their 
first home. Vacancies, however, are 
expected to decline in 1992 and 1993 
as new households are formed and no 
new rental accommodation is built. 
Under current rental market condi- 
tions, new private rental construction 
is not economically viable in all 
Saskatchewan centres. A surplus of 
rental accommodation throughout the 
province will deter rent increases in 
1992 and 1993. @ 


Key Provincial Indicators 


Average MLS* Price (Dollars) 


Saskatchewan 
1991 19927.» 1993) 

Real GDP (% Change) -0.3 1.0 ZS 
Employment (% Change) -0.1 0.0 0.7 | 
Unemployment Rate (%) 7:4 7.6 Tee 
Housing Starts (Units) 
Total 998 1400 1350 
Singles 2 1100 1050 
Multiples ip ie 300 300 
MLS* Sales (Units) 6505 7500 7100 

69000 71000 


67697 


| (F) Forecast by CMHC. 


Association. 


SOURCES: CMHC, The CanadianReal Estate Association and Statistics Canada. 


* Multiple Listing Service (MLS) is a registered certification mark owned by The Canadian Real Estate 
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| PROVINCIAL HOUSING OUTLOOKS 


Alberta 


by Laurie Scott and David Peever 


CMHC’s April Rental Market Survey 
revealed higher vacancy rates in vir- 
tually every city, including a five-year 
high of 5.2 per cent in Calgary. High 
rates will continue well into 1993, 
slowing new rental construction and 
holding rent increases to modest 


m Strong demand for starter 
homes in 1992. 


= Move-up market to 
strengthen in 1993. 


m High rental vacancies to 
persist. 


levels. 


1992-93 Outlook 
| Promising Beginning for 


1992 Housing: a Bright Spot 


Few economic indicators have shone 
as brightly as residential construction 
in 1992. The provincial economy was 
sustained through the national reces- 
sion by business investment in 
projects such as the Lloydminster 
heavy-oil upgrader, the Caroline sour 
gas plant, and the Athabasca paper 
mill. As some of the energy projects 
are completed, employment in non- 
residential construction will be sup- 
ported by additional forestry 
developments enhancing the employ- 
ment outlook for 1993. 

Growth prospects are poor for the 
energy sector, the traditional mainstay 
of the provincial economy. Not- 
withstanding modest price gains 
during the second quarter, declining 


Alberta housing markets strengthened 
considerably during the first half of 
1992. New residential construction 
rose 48 per cent above 1991’s 
depressed levels, while resale 
volumes were 10 per cent higher. Key 
| factors behind this improvement were 
the dramatic declines in residential 
mortgage rates and the introduction of 
95 per cent financing. In the context 
of a relatively affordable housing 
supply, these developments set the 
stage for an impressive surge into 
home ownership which began in the 
first quarter and accelerated through 
the second. While the starter market 
was initially the focus of sales of both 
new and existing homes, by the end 
of the second quarter a trend toward 


more expensive "Move-up" housing production potential of top-quality 
had emerged, expanding the demand light crude oil has undermined 
fonncw homes | revenue gains. The decline in natural 
The trend toward ownership, com- | £28 prices has continued, reducing the 
bined with weaker migration, has benefit of increased export volumes 
dramatically affected vacancy rates. | resulting from pipeline expansion. 


| _ Through the forecast period, provin- 


cial employment growth will instead 
be supported by the trade and service 
sectors. 

A shallower recession in Alberta 
than elsewhere suggests that the 
recovery is likely to be less dramatic. 
Weak employment growth in Alberta 
meant reduced levels of in-migration. 
Following negligible employment 
gains in 1992, a strengthening 
economy will lead to employment 
growth of 1.6 per cent in 1993. This 
in turn will allow for a marginal im- 
provement in the unemployment rate. 
Lackluster employment expansion 
and a slower pace of in-migration will 
lead to reduced growth in housing 
demand. 
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1992-93 Forecast. 
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992-93 CMHC Forecast. 


Stable New Construction 
| in 1993 


The market for new starter homes is 
expected to remain active during the 
balance of 1992. The focus, however, 
_ will continue to shift to new homes in 
middle price ranges, as sellers of 
resale starter homes move up. This 
_ trend is expected to continue into 
993. 

The fact that starts increased 
_ dramatically in 1992 while economic 
and employment growth were 
_ depressed is in part a result of pent-up 
' demand for home ownership. Given 
_ highly affordable housing and the 
_ lowest interest rates ever encountered 
_ during the adult lives of the "baby 
| boom" generation, many households, 
_anumber of which had been renters, 
| 


| 


opted to purchase a home. With much 
of this pent-up demand exercised in 
1992, little growth in new construc- 
tion is foreseen in 1993 despite an out- 
look of stronger economic growth. 


Resale Markets Remain 
Affordable 


Despite strong sales volumes, the 
average MLS price has shown little 
growth over last year. While price 
growth has been noted in some seg- 
ments, such as starter homes, resale 
markets in Alberta remain affordable 
overall. Credit is due in part to a rela- 
tively high level of active listings 
over the past two years. 
Nevertheless, a slight decline in 
provincial resale volumes is expected 
in 1993. The concentration of affor- 
dable housing in existing homes 
meant that the resale market was well 


placed to benefit from the strong 
demand for starter homes in 1992. 
The greater emphasis on move-up 
housing in 1993 will result in a slight- 
ly larger share of housing demand 
being met in the new-home rather 
than the existing-home market. 


Renters to Hold Upper 
Hand 


With weaker in-migration and a con- 
tinuing trend in favour of homeowner- 
ship, Alberta landlords will continue 
to face high vacancy rates through 
1993. Rent increases are therefore not 
expected to exceed inflation, in turn 
discouraging new rental construction. 
Multi-family construction will con- 
tinue to be directed toward the con- 
dominium market. @ 


Key Provincial Indicators 
Alberta 


= ee BEEN ce eS 
| Real GDP (% Change) -0.5 2.0 ois 
Employment (% Change) 12 0.3 1.6 
Unemployment Rate (%) 8.2 9.4 Re. 
Housing Starts (Units) 
Total 12492 15600 15750 
Singles 9778 12250 12200 
Multiples 2714 3350 3550 
MLS* Sales (Units) 34360 37000 36000 
Average MLS* Price (Dollars) 111482 114500 118750 


SOURCES: CMHC, The Canadian Real Estate Association and Statistics Canada. 


(F) Forecast by CMHC. 


* Multiple Listing Service (MLS) is a registered certification mark owned by The Canadian Real Estate 


Association. 
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British 


Columbia 


by Helmut Pastrick 


m Higher prices in the 
second quarter due to con- 

| straints on production and 

strong sales activity. 


m Economy gathers momen- 
tum in 1993 and in-migra- 
tion remains high. 


Moderately higher starts 
| and sales volumes but 
much higher prices ex- 
pected. 


Higher Prices in Second 
Quarter 


There were more indications of sup- 
ply constraints affecting production, 
which in the face of strong demand, 
was Causing prices to rise quickly. 
Single-family lot supply constraints 
in the two metropolitan areas were 
particularly evident. According to 
Statistics Canada, land prices were up 
| seven to ten per cent since the begin- 

_ ning of the year. Another constraint 
was a reduction in the availability and 
ease of funds for the financing of mul- 
tiples projects. Lenders have stiffened 
and tightened requirements. Housing 
starts dropped in the second quarter 
while newly completed and unsold in- 
ventory went down and prices 
climbed. 


PROVINCIAL HOUSING OUTLOOKS 


Housing resales edged up in the 
second quarter from a very strong 
first quarter which was consistent 
with rising consumer confidence and 
lower mortgage rates. House prices 
rose to a record high in April accord- 
ing to MLS data. The temporary run- 
up in mortgage rates in March briefly 
affected the sales trend in April. Sales 
resumed their upward trend in May 
which implies higher prices in the 
near future. 

The rental market softened due to 
the exit of some renters to the owner- 
ship market and to lower employ- 
ment. The vacancy rate was up and 
rent increases fell to the inflation rate. 
Rental production was fairly steady 
but at a low level. 


1992-93 Outlook 


Stronger Economy and 
High Population Growth 


The B.C. economy is forecast to grow 
more vigorously in 1993 following a 
quite moderate performance in 1992. 
Exports are expected to pick up 
which will be led by lumber and fol- 
lowed by the other forest products. 
Tourism is also expected to be more 
active as the U.S. economy picks up. 
Non-residential investment will be 
weak in 1992 but it should grow 
modestly in 1993 as economic growth 
reduces excess capacity. The in- 
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dustrial and commercial markets are 
quite stagnant at present but they will 
very likely improve in 1993. Con- 
sumer spending will begin to pick up 
as confidence is rebuilt which will be 
evident in the interest rate sensitive 
sectors such as housing. Stronger ex- 
ternal demand and low interest rates 
will propel the economy in 1993. 
Employment growth will follow 
economic growth but by a lower rate. 
Productivity gains are being sought 
by employers which will limit hiring. 
Employment growth is forecast to be 
less than two per cent in 1992 and 
three per cent in 1993. Unemploy- 
ment rates are expected to remain 
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near 11 per cent since labour force 
growth will remain high. The labour 
force has expanded due to high in- 
“migration. 

__ Population growth is an important 
| factor driving housing demand in 
B.C. High levels of in-migration 
‘prevail and this is forecast to continue 
‘in 1993 as well. Interprovincial migra- 
‘tion to B.C. subsided last year and 
‘this is forecast to continue in 1993. 
‘However, international migration is 
“expected to increase which will par- 
tially offset this loss. Net migration 
levels around 60,000 annually are an- 
‘ticipated, 


More Activity Expected 
in 1993 


Housing sales (MLS) and housing 
‘starts will be pulled higher in 1993 
due to low mortgage rates, high 
population growth, rising consumer 

| confidence, and a stronger economy. 
It is rare to have all these factors posi- 
tive at the same time. However, con- 
sumer confidence is starting from a 
_low base and the economy will not be 
| generating strong job growth this year 
: next. This will hold back housing 
demand to some extent. 


| — = == a — 


The current housing starts cycle 
recovery phase will likely be longer 
than the average of ten quarters. The 
national economy is relatively weak 
which means that inflation and inter- 
est rates will not be rising rapidly in 
the next year or so. Employment 
growth in B.C. will be below average 
during this recovery. Also, production 
constraints appeared much sooner in 
this upswing. Thus, the housing cycle 
peak will likely occur later than 1993 
as was previously expected. Housing 
starts forecasts have been revised 
down but the price forecasts were 
revised up. 

The existing housing market 1s ex- 
pected to see high sales volume and 
considerable price increases. MLS 
sales volume is forecast to grow 
about five per cent per year. The first 
half of 1993 will likely be stronger 
than the second half, partly due to the 
expiration of the RRSP tax-free 
withdrawal provision. Price increases 
are forecast to be well above the infla- 
tion rate since new production is 
limited and demand is high. 

Housing starts are forecast to rise 
in 1992 to 38,500 units from 31,875 
units last year. Starts will likely pick 
up moderately in the second half fol- 
lowing a slower second quarter pace. 
Starts are forecast to increase slightly 


in 1993 to 41,400 units. Production 
constraints will limit starts and cause 
higher prices. 

The multiples sector is expected to 
capture more of the market in 1993. 
In the two metropolitan areas of B.C., 
the lot supply for houses will tend to 
put a limit on their production. As a 
result, there will be a growing 
demand for small lot single-family 
housing and townhouse land as well 
as for medium density apartment 
land. Multiples starts will be favoured 
in this environment. 

Condominium starts are forecast to 
grow to 13,450 units in 1992, more 
than 50 per cent from last year. A 
much smaller gain is expected in 
1993 since financing constraints will 
likely continue. Townhouse con- 
dominiums are in strong demand. 
High-rise condominium starts will 
continue to be at modest rates during 
1992 as some unsold inventory gets 
sold off. This market will probably 
see a resurgence in 1993 however. 
Some large sites in Vancouver, such 
as the former Expo lands and Coal 
Harbour, will commence construction 
in 1993. 

The rental vacancy rate is forecast 
to decline slowly through the forecast 
period. & 


Key Provincial Indicators 
British Columbia 


1091) peer 92 1993' 

Real GDP (% Change) 0.5 Pa 4.0 

Employment (% Change) 1.4 ee 2.4 

Unemployment Rate (%) 9.9 10.8 10.7 
Housing Starts (Units) 

| Total 31875 38500 41400 

| Singles 18335 19750 21000 

Multiples 13540 18750 20400 

MLS* Sales (Units) 84554 88800 93000 

| Average MLS* Price (Dollars) 168235 __ 191000 212000 


SOURCES: CMHC, The Canadian Real Estate Association and Statistics Canada. 


(F) Forecast by CMHC. 


* Multiple Listing Service (MLS) is a registered certification mark owned by The Canadian Real Estate 


Association. 
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Housing Starts 


Total 


(units and annual per cent change) 


1987 1988 1989 1990 1991 1992") 1993) 
NFLD 2682 3168 3536 3245 2836 2300 2500 
%o 0) 18.1 11.6 -8.2 71216 -18.9 8.7 
PEI 933 1151 815 762 553 635 650 
% 215.9 234 1200 265 eA 14.8 2.4 
NS 6460 5478 5359 5560 5173 4000 4800 
Yo SLA A152 2 3.8 a0 Win) 20.0 
NB 3716 3621 3681 2683 2872 3200 3400 
%o 43) -2.6 ied =O al 7.0 jhe 6.3 
QUE 74179 58062 49058 48070 44654 39900 44500 
%o 22.9 la oleh 0) a7 al -10.6 1455 
ONT 105213 99924 93337 62649 52794 59000 69500 
%o 29.1 =r) -6.6 =32.9 plow 11.8 17.8 
MAN 8174 5455 4084 3297 1950 2400 3000 
% 6.2 23,355 25.1 S193 -40.9 pea 25.0 
SASK 4895 3856 1906 1417 998 1400 1350 
% Elie SD -50.6 Ey) -29.6 40.3 -36 
ALTA 10790 11360 14712 17227 12492 15600 15750 
To V5 56 29.5 la Sis 24.9 1.0 
BC 28944 30487 38894 36720 21875 38500 41400 
% 39.9 53 27.6 25.6 130 20.8 TS 
CAN 245986 222562 215382 181630 156197 *167000 —_*187000 
% Poel -9.5 229) = Sef -14.0 6.9 12.0 


SOURCE: CMHC. 
(F) Forecast. 


* Total does not add due to rounding. 
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Singles 
(units and annual per cent change) 
1987 1988 1989 1990 1991 1992) 1993") 
NFLD 2530 2839 2932 2468 2135 1600 1750 
% ag 12 3.3 -15.8 2135 2511 9.4 
PEI 699 704 456 483 376 460 500 
% 2107 0.7 235.2 5.9 220 223 8.7 
NS 4120 3867 3361 3639 2604 2900 3300 
% -9.5 -6.1 a3 8.3 -28.4 11.4 13.8 
NB 2957 2953 2909 2137 2154 2500 2800 
% -8.6 et #15 -26.5 0.8 16.1 12.0 
QUE 31430 27724 24493 24942 22531 20000 24800 
% 32.7 18 “11-7 1.8 07] Shy. 24.0 
ONT 64929 57099 53511 32425 26290 29000 39000 
% 15.0 aq201 6.3 -39.4 E189 10.3 34.5 
MAN 4631 3601 2966 2847 1589 1900 2300 
% =33 5222 -17.6 -4.0 -44.2 19.6 21.1 
SASK 2995 2246 1383 1087 775 1100 1050 
% -20.6 -25.0 -38.4 214 Soh) 41.9 -4.5 
ALTA 9495 9671 12345 13809 9778 12250 12200 
% 32.9 1.9 27.6 11.9 -29.2 25.3 -0.4 
BC 16353 17761 21612 18478 18335 19750 21000 
% 26.1 8.6 V7 -14.5 -0.8 7 6.3 
CAN 140139 128465 125968 102315 86567 *9 1500 *109000 
% 16.8 44 -1.9 WR -15.4 Su 19.1 
Multiples 
(units and annual per cent change) 
1987 1988 1989 1990 1991 1992) 1993") 
NFLD 152 329 604 Hal 701 700 750 
% -40.6 116.4 83.6 28.6 -9.8 0.1 et 
PEI 234 447 359 279 177 175 150 
% -28.4 91.0 a19o7 203 -36.6 141 -143 
NS 2340 1611 1998 1921 2569 1100 1500 
% 225 si) 24.0 -3.9 33.7 -57.2 36.4 
NB 759 668 792 546 718 700 600 
% -6.4 P1220 15.6 -29.3 31.5 25 -14.3 
QUE 42749 30338 24565 23128 22123 19900 19700 
% 16.6 -29.0 -19.0 58 -4.3 -10.0 -1.0 
ONT 40284 42825 39826 30224 26504 30000 30500 
% 61.0 6.3 -7.0 -24.1 FG 132 1.7 
MAN 3543 1854 1118 450 361 500 700 
% 21.8 47.7 -39.7 -59.7 -19.8 38.5 40.0 
SASK 1900 1610 523 330 223 300 300 
% 9.2 E1533 -67.5 -36.9 -32.4 34.5 0.0 
ALTA 1295 1689 2367 3418 2714 3350 3550 
% -1.6 30.4 40.1 44.4 -20.6 23.4 6.0 
BC 12591 12726 17282 18242 13540 18750 20400 
% 63.1 1.1 35.8 5.6 35.8 BR SPs es 
CAN 105847 94097 89414 79315 69630 *75500 *78000 
% 399 1k} -5.0 “to e122 8.4 3.3 


SOURCE: CMHC. 


(F) Forecast. 


* Total does not add due to rounding. 
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Housing Starts 


Detail of Multiple Starts 


(units) 
Private Assisted Total Other 
Rental Rental Rental Condo Semi/ 
Row/Apt Row/Apt Row/Apt Row/Apt Row/Free TOTAL 

NFLD 

1991 50 VY 227) 0 474 701 

1992 116 204 320 0 380 700 

1993 74 148 DDD 40 488 750 
PEI 

1991 101 45 146 0 3] ii 

1992 72 49 121 0) 54 eis) 

1993 80 40 120 0 30 150 
NS 

199] 2092 156 2248 70 251 2569 

1992 531 242 WAS 19 308 1100 

1993 904 150 1054 26 420 1500 
NB 

1991 431 113 544 28 146 718 

1992 510 120 630 20 50 700 

1993 370 120 490 50 60 600 
QUE 

1991 8036 1100 9136 4863 8124 LIND 

1992 6600 900 7500 5000 7400 19900 

1993 9000 1000 10000 5000 4700 19700 
ONT 

1991 5407 12400 17807 4198 4499 26504 

1992 4810 15900 20710 3520 5770 30000 

1993 5640 11620 17260 6780 6460 30500 
MAN 

199] 123 62 185 162 14 361 

1992 100 230 330 140 30 500 

1993 | 220 240 460 200 40 700 
SASK 

1991 1 42 54 81 88 28 

1992 0 WS Ws 160 65 300 

1993 20 75 95 150 55 300 
ALTA 

199] 500 200 700 1614 400 Pia 

1992 500 200 700 1950 700 3350 

1993 550 150 700 1950 900 3550 
BC 

199] 2850 1249 4099 8267 1174 13540 

1992 2700 1100 3800 13450 1500 18750 

1993 2500 1100 3600 15100 1700 20400 
CAN 

199] 19602 15544 35146 19283 15201 69630 

1992 15939 19020 34959 24259 16257 *75500 

1993 19358 14643 34001 29296 14853 *78000 


SOURCE: CMHC. 
1991 Actual, 1992-93 Forecast. 
* Total does not add due to rounding. 
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Housing Starts 


Total New House Price Index* 
(annual per cent change) 


| 1987 1988 1989 1990 199] 1992") 1993) 

ST. JOHN’S 5.0 23 5.4 3.6 T2 0.5 15 
HALIFAX 3.3 3.8 1.9 0.3 AN: 1.0 1.5 
SAINT JOHN 4.8 2.9 BS 1.4 0.9 0.5 1.6 
QUEBEC CITY 8.9 8.7 6.9 3.3 2.8 1.0 3.0 
MONTREAL 15.0 9.6 3.3 oF, 0.7 0.0 4.0 
OTTAWA 5x1 6.6 a 3.9 -0.4 1.0 3.0 
TORONTO 26.2 16.6 22.4 i S15 TDs Dl 
HAMILTON 16.8 11.6 8.4 2.3 -50 #39) 1.5 
ST. CATHARINES 12.5 6.6 8.4 6.9 Bhs -1.6 i 
KITCHENER 14.4 9.0 10.3 2.0 See 19) 1.6 
LONDON 16.1 7.8 9.8 Sai 0.6 0.5 3.0 
WINDSOR 6.7 oy 8.9 4.4 0.0 0.0 26 
SUDBURY- 

THUNDER BAY Z re 6.5 5.6 0.4 2.6 By 
WINNIPEG 5.9 (i 20.5 1.9 “Oy 0.5 iS 
REGINA 3.6 15 1.6 1.9 22 1.5 5 
SASKATOON 4.2 1.8 0.8 0.7 -0.8 0.5 1.0 
CALGARY 3.9 8.8 the Ds 27 0.3 2 
EDMONTON 4.2 5.1 8.3 15.9 22 1.8 2.8 
VANCOUVER 4.5 52 15a a7 “7h 7.8 9.7 
VICTORIA -2.3 q2 9.9 Fe) elo 8.6 10.1 
CANADA in 10.4 13.2 1.4 -6.9 -0.5 3.6 

2 ee 


SOURCE: Statistics Canada. 

. Figures not available. 

(F) Forecast by CMHC. 

* Includes both house and land components. 
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Total Residential Sales 


(units and annual per cent change) 


1987 1988 1989 1990 1991 1992") 1993") 
NFLD 1906 2217 2040 1998 1892 1900 2000 
% 3.3 16.3 -8.0 22.1 153 0.4 5.3 
PEI 507 505 626 742 764 700 740 
% 8.6 -0.4 24.0 18.5 3.0 7 5.7 
NS 5903 5734 5863 6072 5811 6300 6500 
% 9) -2.9 22 3.6 -4.3 8.4 BO 
NB 2948 3518 3490 3316 3259 3250 3500 
% 9.7 19.3 20.8 -5.0 AT -0.3 Wed 
QUE 29909 30503 30618 28067 27981 30200 34800 
% yi 2.0 0.4 123 0,3 7.9 15.2 
ONT 134370 160578 142914 102792 126143 130000 138000 
% -6.7 19.5 a0 ou 297) 3.1 6.2 
MAN 12367 11129 10375 9356 9521 10500 11000 
% 3.5 -10.0 -6.8 -9.8 ies 10.3 4.8 
SASK 7875 7301 6850 6405 6505 7500 7100 
% -4.] She 165) 6.5 1.6 15.3 ‘5A 
ALTA 27632 30368 36249 33085 34360 37000 36000 
% 16.6 9.9 19.4 eee 3.9 eT we 
BC 56376 67460 83562 58027 84554 88800 93000 
% 222 19.7 23.9 -30.6 45.7 5.0 47 
CAN*** 279793 319313 322587 249860 300790 **316000 **333000 
% 2.0 14.1 1.0 Ds 20.4 5.1 5.4 
Average Residential Price 
(dollars and annual per cent change) 
1987 1988 1989 1990 1991 1992") 1993") 
NFLD 73416 76828 83284 88654 90822 90000 92000 
% 6.0 4.6 8.4 6.4 2.4 -0.9 Pep 
PEI 58850 65463 74168 69283 71033 71000 73000 
% 8.1 {12 13.3 -6.6 a5 0.0 a8 
NS 78885 79591 82328 84650 86462 90000 94000 
% 5.3 0.9 3.4 2.8 on 4.1 4.4 
NB 67632 72101 75848 77752 80897 84250 87000 
% au 6.6 Bo) 2.5 4.0 4.1 3.3 
QUE 86003 95367 100517 10081 1 102840 104000 107000 
% 15.4 10.9 5.4 0.3 2.0 Ll 2.9 
ONT 135656 161270 184605 175859 173723 166000 170500 
% 25.4 18.9 14.5 25; a -4.4 ou 
MAN 77031 80427 82401 79961 80445 81000 83000 
% 9.8 4.4 2.5 3.0 0.6 0.7 2.5 
SASK 65811 68355 70417 68963 67697 69000 71000 
% 39 3.9 3.0 oa ln 1.9 2.9 
ALTA 83905 89554 98542 108675 111482 114500 118750 
% 6.8 6.7 10.0 10.3 2.6 ONG, 3.7 
BC 101916 121040 151504 157616 168235 191000 212000 
| % 9.8 18.8 250 4.0 6.7 13.5 11.0 
CAN*** 111404 131526 148776 143432 149757 ** 153000 **162000 
% 17.3 18.1 13.1 -3.6 4.4 Os 5.9 


SOURCE: The Canadian Real Estate Association. 


(F) Forecast by CMHC. 


* Multiple Listing Service (MLS) is a registered certification mark owned by The Canadian Real Estate Association. 


** Total does not add due to rounding. 
*** Excludes Yukon and Northwest Territories. 
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Vacancy Rate 


Apartment Structures of Three Units & Over 
Privately Initiated, by Metropolitan Area 


(per cent) 
199] 1992 1993 
*Number of 
Units APR OCT | APR OCT 7 1 SAPR) OCT” 
CALGARY 48475 4.1 aM 5 55 5.0 3.8 
CHICOUTIMI- 

JONQUIERE 8240 4.8 5.7 4.8 5.1 4.4 4.6 
EDMONTON 68233 25 23 a8 4.0 4.2 3.0 
HALIFAX 27052, 4.1 4.8 55 6.1 52 Syl 
HAMILTON 43322 155 1.6 2A 28 O55 2.0 
KITCHENER 26422 4.7 4.3 4.2 AND) By 355 
LONDON 40068 Al 3.9 Ad 4.0 3.6 ou 
MONTREAL 461637 53 F2 6.4 8.2 Tal 7.5 
OSHAWA 10787 au) 3.4 4.4 4.8 5.0 4.8 
OTTAWA 62078 ist 0.8 1.4 1.0 1.6 2 
HULL 17890 Sah 4.9 42 4.0 3.8 3.4 
QUEBEC CITY 68592 4.3 5.6 5.3 6.4 Sif 597 
REGINA 12659 56 5.6 5.3 565 6.0 5.0 
ST. CATHARINES- 

NIAGARA 16739 2.9 2.9 2.9 301 333 39 
SAINT JOHN 8006 4.0 4.9 5.9 5.4 5.6 5.0 
ST. JOHN’S 4353 4.8 6.9 we fos 8.0 7.0 
SASKATOON 17913 8.0 6.1 7.6 6.5 6.5 5.0 
SHERBROOKE 23007 9.2 9.7 8.6 9.0 8.0 8.1 
SUDBURY 9742 fal Og Oxi 2.6 3.6 3.0 
THUNDER BAY 5323 1.4 1.0 Dal 22 De 20 
TORONTO 295075 1.6 1.8 1.9 a aes yak: 
TROIS-RIVIERES 15418 74 8.3 7.9 7.6 ig i 
VANCOUVER 113947 23 22 2.8 3.0 O77 02 
VICTORIA 25080 Ke 0.8 2.6 ie 26 1.4 
WINDSOR 14212 3.9 3.3 3.6 3.0 27 DA 

__ WINNIPEG 57685 5.9 6.6 5.9 5a) 5.0 4.5 
CANADA** 1501955 3.8 4.4 4.4 Sal 4.7 4.5 


SOURCE: CMHC. 
(F) Forecast. 
* Total number of units in April 1992. 
** Weighted average of Metropolitan areas surveyed. 
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Housing Completions 


Total 
(units and annual per cent change) 
1987 1988 1989 1990 1991 1992") 1993") 
NFLD 2836 3220 3783 3127 3219 DAE: 2189 
% 18.2 (55 15725 173) 2.9 eS 0.7 
PEI 943 993 927 683 722 649 656 
% -19.8 53 -6.6 -26.3 Sl [1041 ibe 
NS 6488 5793 4904 5477 4905 4855 5113 
%o 7143 PLO iS) 17 -10.4 a0) 53 
NB 3944 3798 3383 2959 2858 2987 3270 
% oa 234] -10.9 aS 3.4 4.5 9.5 
QUE 68949 65224 50855 52630 42720 38300 42233 
% 21.0 54 D2) 25 -18.8 =10:3 10.3 
ONT 88609 88727 99817 80562 59622 56000 61500 
%o pee 0.1 [25 a3) -26.0 eon 9.8 
MAN 7627 5621 6461 4028 2190 2200 2400 
% 3.9 -26.3 14.9 237] -45.6 0.5 9.1 
SASK 5640 4352 2743 1575 1241 1195 1310 
To ie =22.8 237.0) -42.6 Ne 37 9.6 
ALTA 9334 11201 12763 17467 12959 14798 15a 7 
%o 1.8 20.0 13.9 36.9 05.8 ey 5.0 
BC 23606 27603 31785 37655 29578 36564 37734 
%o 13.4 16.9 15.0 18.7 ey be 23.6 3.2 
GAN 217976 216532 217371 206163 160014.  *160000 *172000 
%o 18.1 a0 0.4 =) 224 0.0 eS 


SOURCE: CMHC. 
(F) Forecast. 
* Total does not add due to rounding. 
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| 
| 


Housing Completions 


Singles 
(units and annual per cent change) 
1987 1988 1989 1990 1991 1992") 1993F) 
NFLD 2521 2961 3217 2434 2402 1553 1559 
% 13.7 17.5 8.6 -24.3 213 -35.3 4 
PEI 728 678 539 391 438 413 530 
% 5 -6.9 -20.5 OTs 12.0 25.7 28.3 
NS 4190 3597 3274 3473 2739 2920 3260 
% -6.4 2142 -9.0 6.1 1 6.6 11.6 
NB 3222 3111 2773 2332 2136 2286 2661 
% -1.0 -3.4 -10.9 -15.9 -8.4 7.0 16.4 
QUE 29664 28980 24456 27199 21190 22000 25000 
% 32.9 ae -15.6 11.2 A 5.8 13.6 
ONT 61400 58072 54732 43130 27499 28130 33800 
% 24.6 254 os 1 236.2 23 20.2 
MAN 4935 3916 3263 3109 1810 1750 1800 
% 17.4 -20.6 167 ao! -41.8 33 2.9 
SASK 3603 2525 1523 1112 884 992 990 
% -.6 -29.9 -39.7 -27.0 -20.5 12.2 o) 
ALTA 8168 9586 10956 14699 9967 11439 12033 
% ins 17.4 14.3 34.2 520 14.8 58 
BC 14816 15785 18736 20111 16072 20157 19852 
% 16.4 6.5 18.7 ihe -20.1 25.4 ets 
CAN 133247 129211 123469 117990 85137 *92000 *101500 
% 20.1 £30 -4.4 -4.4 218 ul 10.3 
Multiples 
(units and annual per cent change) 
L 1987 1988 1989 1990 1991 1992) 1993) 
NFLD 315 259 566 693 817 621 630 
% 72.1 HTS 118.5 22.4 17.9 -24.0 1.4 
PEI 215 315 388 292 284 236 126 
% -44.6 46.5 239 sna hy, -16.9 -46.6 
NS 2298 2196 1630 2004 2166 1935 1853 
% 568 -4.4 P2518 22.9 8.1 POs i) 
NB 722 687 610 627 722 701 609 
% -42.2 -4.8 rice ie 15.2 -2.9 bi St 
QUE 39285 36244 26399 25431 21530 16300 17233 
% 13.3 ofa) Lee eso 58 -24.3 5.7 
ONT 27209 30655 45085 37432 32123 27870 27700 
% 34.0 ig 47.1 20M a[A2 "$32 -0.6 
MAN 2692 1705 3198 919 380 450 600 
% -14.2 -36.7 87.6 e713 e587] 18.4 33.3 
SASK 2037 1827 1220 463 357 203 320 
% 40.7 -10.3 aw -62.0 199.0 -43,1 57.6 
ALTA 1166 1615 1807 2768 2992 3359 3504 
% 1.4 38.5 11.9 532 ei 12.3 43 
BC 8790 11818 12999 17544 13506 16407 17882 
% 8.6 34.4 10.0 35.0 -23.0 21.5 9.0 
CAN 84729 87321 93902 88173 74877 *68000 *70500 
% 15.0 3.1 is -6.1 A154 S79. 3.7 


SOURCE: CMHC. 
(F) Forecast. 


* Total does not add due to rounding. 
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Labour Markets 


Employment 
(annual per cent change) 


1987 1988 1989 1990 1991 1992") 1993") 
NFLD 2.3 5.4 41 0.0 Pe -4.6 Ll 
PEI ae: 3.4 1.4 1.7 -4,] 0.0 1.9 
NS 2.8 4.6 1.9 1.6 2.0 25 2.2 
NB 35 3 1.6 22 Ala 0.7 19 
QUE 3.3 2.8 1.0 0.8 guy) sie! 1.2 
ONT 3.6 34) 1.8 20.8 3.4 7) 2.5 
MAN Wp 0.3 0.8 1.5 2s -0.4 1.4 
SASK 0.4 -0.5 sa 0.7 -0.1 0.0 0.7 
ALTA 0.4 35 2.3 1.4 12 0.3 1.6 
BC 28 4.0 sg) 2.4 1.4 1.3 2.4 
CAN 2.9 39 2.0 O77 8 -0.5 1.9 


Unemployment Rate 


(per cent) 
1987 1988 1989 1990 1991 1992"F) 1993) 
NFLD 17.9 16.4 15.8 17.1 18.4 20.0 19.8 
PEI 13.2 13.0 14.1 14.9 16.8 17.0 16.0 
NS 12.3 10.2 9.9 10.5 12.0 12.9 12.1 
NB iB 12.0 12.5 12.1 12.7 13.0 12.5 
QUE 10.3 9.4 93 10.1 11.9 12.3 12.1 
ONT il 5.0 5.1 6.3 9.6 10.7 10.2 
MAN 7A 78 is 72 8.8 9.4 9.1 
SASK 74 75 7.4 7.0 7A 76 7.2 
ALTA 9.6 8.0 7.2 7.0 8.2 9.4 9.3 
BC 11.9 10.3 9.1 83 9.9 10.8 10.7 
CAN 8.8 7.8 a 81 10.3 hie 10.8 


SOURCE: Statistics Canada. 
(F) Forecast by CMHC. 
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Demographics 


Total Net Migration 
(number of persons) 


1987 1988 1989 1990 1991 1992") 1993 F) 
NFLD -5470 -1991 =] 24 -4262 -1463 -3700 -4500 
PEI 564 foes 305 -1385 -1436 125 375 
NS -1010 -630 610 835 2036 1095 1190 
NB 315 -959 2203 -289 -2476 -1950 -900 
QUE 13277 12578 22278 25807 31249 26500 27000 
ONT 101335 82292 79554 85730 91918 119000 126500 
MAN 2408 -6254 -4775 -3979 -4090 -1500 -1500 
SASK -9467 -14704 =15370 -13815 -8197 -8100 -8100 
ALTA -17698 5907 10566 21770 18525 15000 15000 
BC 32063 48188 59537 64446 59568 65700 61200 
CAN* 108851 125152 154184 174858 185634 211920 216265 


SOURCE: Statistics Canada. 
(F) Forecast by CMHC. 
* Excludes Yukon and Northwest Territories. 
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Major Housing Indicators 


Seasonally adjusted at annual rates 
(levels and quarterly per cent change) 


90:04 91:01 91:02 91-03 91:Q4 92:Q1 92:Q2 
New housing 
Building permits, units, thousands 136.2 21 170.2 186.6 187.2 177.4 
% -6.1 -10.3 39.4 9.6 0.3 -5.3 
Housing starts, total, thousands 147 101 148 IPA) 181 133 165 
%o -9.3 -31.3 46.5 20.9 ea -15.5 7.8 
Housing starts, singles, thousands 83 54 84 100 96 1a 90 
% -9.8 -34.9 55:0 19.0 -4.0 -19.8 16.9 
Housing starts, multiples, thousands 64 47 64 79 85 76 75 
% -8.6 -26.6 36.2 23.4 16 -10.6 -1.3 
Housing completions, total, thousands 191 176 149 LS? los 173 168 
% -5.4 ages) -15.3 5.4 13 8.8 -2.9 
New house price index, 1986=100 139.6 134.5 33.) 134.7 134.6 133.5 
% -2.6 =e) -0.7 0.9 -0.1 -0.8 
Existing housing 
MLS* resales, units, thousands 240.8 DSM h 368.2 289.4 264.1 284.1 334.0 
% -1.3 17.0 30.7 -21.4 -8.7 7.6 17.6 
MLS* average resale price, $C thousands 141.3 144.6 156.9 148.8 146.5 161.3 153% 
% -2.5 phe) 8.5 -5.2 -1.5 10.1 -5.0 
Mortgage market 
Mortgages outstanding, $C billions 233.0 Mabe IMG: 242.7 249.1 200 2982 
%o ime 2.0 Zal pied | 1.8 1.8 
Mortgage approvals, $C billions 53.0 56.9 74.6 TIO 68.9 80.4 
% 14.5 7.4 Shek 32 -10.5 ome) 
l-year mortgage rate, per cent** 12583 VEZ 1Qu25 9.92 Se 8.67 8.17 
5-year mortgage rate, per cent** 12.83 LEGT 1225 11.42 10.18 10.00 9.93 
Residential investment*** 
Total, $1986 billions Bled 25 3055 3 ley 32.4 Bye 
% -6.9 -9.4 6.2 4.1 Dix -0.1 
New, $1986 billions 1S:0 1320 12.8 14.8 16.1 153 
%o -9.7 cal Se -1.8 15.8 8.8 -4.8 
Alterations, $1986 billions likes 9.7 10.2 10.6 Oss LO 
Yo -6.8 -12.9 Bd! 3.6 -2.5 -2.5 
Transfer costs, $1986 billions 5.5 6.0 wes, 6.3 6.0 6.9 
%o 1.6 8.8 24.5 -15.4 -5.8 16.5 
Deflator, 1986=100 124.9 SPAS) 136.0 a2 134.3 135.6 
Yo -1.0 6.1 2.6 -0.6 -0.7 1.0 


SOURCES: CMHC, Statistics Canada, Bank of Canada, The Canadian Real Estate Association. 


. Figures not available. 


: Multiple Listing Service (MLS) is a registered certification mark owned by The Canadian Real Estate Association. 
** Allindicators are seasonally adjusted except 1- and 5-year mortgage rates. 


* Residential investment includes outlays for new permanent housing; conversion costs; the cost of alterations and improvements; supplementary costs; and transfer costs. 
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NATIONAL HOUSING OUTLOOK 


Housing activity rose 
in the third quarter 


Pulled higher by the lowest 
mortgage rates in 25 years, hous- 
ing activity increased on both the 
new and the resale market during 
the July-September period. Hous- 
ing starts reached 176,000 units on 
a seasonally adjusted basis at an- 
nual rate (SAAR), up 6.7 per cent 
from the second quarter level of 
165,000 units. On the existing 
market, sales through the Multiple 
Listing Service (MLS)* system 
reached an estimated 350,000 units 
on a SAAR basis, a gain of 4.6 per 
cent over the previous quarter. 


The new market posted its 
second consecutive advance and 
the improvement was due to 
higher starts of both single- 
detached and multiple-unit dwel- 
lings. During the quarter, activity 
increased in all regions, except 
Quebec where starts declined fol- 
lowing a strong second quarter 
surge. British Columbia and the 
Prairie region advanced further 
from a strong base. Starts rose 
slightly in Ontario while activity 
continued to recover in the 
Atlantic region. 


Economic conditions were mild- 
ly supportive. Five-year mortgage 
interest rate dropped to 8.50 per 
cent during the quarter, the lowest 
level since September 1967, a 
quarter century ago. One-year 


* Multiple Listing Service (MLS) is a registered 
certification mark owned by the Canadian Real 
Estate Association. 


mortgage rates, introduced in the 
early 1980s, hit a new low at 6.25 
per cent. 


ee 
Economic 
recovery 
to gather 
momentum 
in 1993 


8 dh 


Home ownership support 
programs also sustained housing 
markets, especially the existing 
market. Under CMHC’s First 
Home Loan Insurance allowing for 
95-per cent mortgage financing, 
19,287 housing units were pur- 
chased during the third quarter. 
This brings the total to date to 
49,133 units, with existing units 
accounting for close to 90 per cent 
of the total. Another program is 
the Home Buyer’s Plan which 
allows for the tax-free use of 
RRSP funds in buying a home. 


Low mortgage rates and the 
ownership programs, however, 
have not led to a strong surge of 
activity due to the offsetting in- 
fluence of sluggish economic 
activity and subdued consumer 
confidence. Employment rose at 
an annual rate of 0.4 per cent 
during the third quarter, a modest 


increase following two consec- 


utive quarterly decline. Consumer 
confidence improved, but only 
slightly. 


The impact of the low interest 
rates was also dampened by the 
fact that rates are still high com- 
pared to inflation trends in the 
housing sector and in overall 
prices. Recently, house prices 
remained stable or changed only 
slightly except in British Columbia 
where they have been rising at 
double-digit rates due to strong 
demand. In the third quarter, the 
consumer price index was up only 
1.3 per cent from its level of a year 
ago. 


Interest rate spike 
clouds the outlook 


Caught by a wave of speculation 
on world currency markets, the 
Canadian dollar came under heavy 
pressure in September, falling 
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below 80 cents U.S., down ap- 
proximately four cents in the 
month. In order to counter this, 
market interest rates were raised. 
Mortgage rates followed: at the 
end of September, the one-year 
mortgage rate rose 150 basis 
points to 7.75 while the five-year 
rate was up 75 points to 9.25 per 
cent. 


In the past, when the Canadian 
dollar was the target of downward 
speculation, interest rates usually 
rose for a short period of time. 
They then returned to their earlier 
levels gradually over periods of a 
few months with a negative but 
limited impact on interest sensitive 
sectors of the economy such as 
housing. 


Several factors may explain this 
limited impact on housing. For ex- 
ample, financing packages put in 


place by lenders and builders may 
allow for mortgage offerings to 
buyers at the old rates. A sudden 
rise in rates may also prompt 
prospective buyers who were 
"fence-sitting", waiting for lower 
rates, to proceed immediately with 
their purchases. As well, short 
periods of higher rates are more 
likely to delay rather than cancel 
purchasing decisions. 


Current expectations are that 
rates will gradually return to their 
earlier level by the end of the year 
or early in 1993, and that the dam- 
pening impact on housing in the 
closing months of the year and in 
early 1993 will be slight. 


We expect the economic 
recovery to gather momentum in 
1993, leading to real GDP growth 
of around 3.5 per cent next year, 
up from 1.4 per cent in 1992. Inter- 
est rates, following their retreat 
from the current spike, should stay 
low for most of next year although 
rising toward the end of the year. 
Economic activity will be pro- 
pelled by an improving trade 
balance due to a more vigorous 
U.S. recovery and a stronger cost 
competitiveness stemming from a 
lower dollar. Our export potential 
to Japan and Europe will, how- 
ever, be limited due to slow 
growth prospects there. The 
domestic economy will also bene- 
fit from improved consumer con- 
fidence and spending resulting 
from better job prospects, higher 
disposable incomes and a further 
decline of personal savings. By 


contrast, business investment is 
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expected to remain disappointing 
due to unused capacity and a par- 
tial recovery in profits. 


I 


Starts will 
rise to 
179,000 units 


next year 


Housing markets will 
record modest gains in 
1993 


Housing construction activity is ex: 


pected to total 166,000 dwelling 
units this year, up 6.3 per cent 
from the level of 1991. Next year, 
a further gain of 7.8 per cent 
should lift starts to 179,000 units. 
The current spike of mortgage in- 
terest rates is expected to result in 


slightly lower starts in the closing | 


quarter of this year and the first 
quarter of 1993. Gains in the 


remaining part of 1993 will reflect | 


the return to lower interest rates as 
well as the gradual economic 
recovery and the resulting im- 
provement in consumer con- 
fidence. 


The 1993 activity advance will 
be mainly concentrated in single- 
detached dwellings. After very 
limited gains to 89,000 units this 
year, starts will jump 15 per cent 
to 102,000 units next year, as bet- 
ter economic conditions will im- 
prove job markets and consumer 
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confidence, giving some new life 
to the move-up housing market. 
Following disappointing results in 
1992, Ontario, Quebec and 
Manitoba will experience percent- 
age increases above national 
average. The 1993 performance 
will reflect improving economic 
conditions for the industrial base 
of those provincial economies. By 
contrast, only marginal changes 
are expected in British Columbia 
and Alberta, two provinces which 
recorded strong increases in 1992. 
In both provinces, economic condi- 
tions and job prospects are ex- 
pected to slow down from their 
current pace. 


Construction should start on 
77,000 multiple units this year, an 
increase of 10.6 per cent over the 
level of 1991. The gain resulted 


mainly from strong demand by 
first-time buyers for affordable 
semi-detached, row and apartment 
condominium units. Next year, 
construction is forecast to remain 
at 77,000 units. This flat perfor- 
mance will reflect lower rental 
construction, as ownership support 
programs reduce demand for rent- 
al accommodations. Special trends 
in the major provincial markets 
are also important contributing fac- 
tors. Ontario starts will drop mar- 
ginally as lower social housing 
starts offset a slight increase in 
market housing. Quebec multiple 
starts are forecast to be moderately 
lower due to an oversupplied rent- 
al market. In British Columbia, 
production constraints are ex- 
pected to limit the expansion of 
multiple rental and condominium 
projects in spite of strong housing 
demand. Multiple starts are also 
expected to fall in PEI, New 
Brunswick, and Saskatchewan. 


To sum up the provincial pic- 
ture, total starts in 1993 are 
forecast to show increases in 
excess of 10 per cent in Ontario, 
Manitoba, Nova Scotia and New- 
foundland. The increases are ex- 
pected to be close to the national 
average in Quebec and New 
Brunswick. Activity should in- 
crease slightly or hold steady in 
British Columbia and PEI while it 
is expected to decline in Alberta 
and Saskatchewan. 


Sales on the existing market 
through the MLS system should 
follow trends similar to those seen 
on the new market. The number of 


transactions is expected to be up 
6.1 per cent this year to 319,000 
units due to low interest rates, im- 
proved affordability and strong 
support from the two nation-wide 
programs in favour of home 
ownership. In 1993, with the 
demand from first-time buyers 
mostly satisfied, the increase 
should be limited to 4.1 per cent, 
resulting in the sale of 332,000 
residential units. Next year, 
Ontario and Quebec should see in- 
creases in the six to ten per cent 
range as the economy of the two 
central provinces recovers from 
the current recessionary condi- 
tions. Newfoundland should also 
see strong increases as Hibernia 
comes back fully onstream and 
employment picks up. 


Average MLS prices are ex- 
pected to be up 1.5 per cent to 
$152,000 this year. In 1993, they 
are anticipated to rise by 5.3 per 
cent to $160,000 as a result of bet- 
ter resale conditions in the central 
provinces, a still strong market in 
British Columbia and, overall, in- 
creased resale activity in higher 
priced products. Apart from a 
jump of around 10 per cent in the 
latter province, the increase in 
average prices will range between 
one and four per cent. m 
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PROVINCIAL HOUSING OUTLOOKS 


Newfoundland 


Widespread weakness in key in- 
dustries, particularly the fishery, 
has suppressed housing demand in 
the province this year. Substantial 
job losses and sagging confidence 
have more than offset the positive 
impacts of lower interest rates and 
government initiatives on new 
home construction. Reduced 
demand and a wide selection of 
existing homes served to limit 
single-detached starts. While 
single-detached starts continued to 
falter during the third quarter, mul- 
tiple unit activity advanced as 
demand by first-time buyers for af- 
fordably priced two apartment 
homes remained strong. Housing 
starts are forecast to fall 22 per 
cent this year to their lowest level 
since 1966. An upswing in resale 
market activity in early 1992 had 
moderated by mid-year with the 
sale of existing homes declining 
during the third quarter. Lower 
down payment requirements and 
market conditions which favour 
buyers have limited the decline in 
existing home sales with total 
MLS sales expected to fall only 
marginally in 1992. 


Housing market activity will 
post modest gains next year reflect- 
ing a slow and gradual improve- 
ment in economic and labour 
market conditions. Full scale 
resumption of the Hibernia project 
and favourable interest rates will 
lead to increased consumer con- 


fidence and stimulate demand for 


both new and existing homes in 
1993. With rural areas most im- 
pacted by reduced fisheries output, 
demand for housing will be 
strongest in urban centres. Hous- 
ing starts are forecast to advance 
13.6 per cent to 2,500 units next 


year. 


Although first-time buyers will 
account for the bulk of sales ac- 
tivity, pent-up demand from the 
move-up segment will provide ad- 
ditional support with total MLS 
sales expected to rise eight per 
cent to 2,025 units in 1993. 


Prince Edward Island 


Unemployment and consumer un- 
certainty have overshadowed a 
solid recovery in PEI’s housing 
markets. In fact, the weak 
economy has offset some of the 
potential gains in housing demand 
from low mortgage rates and 95 
per cent financing. As a result, 
total housing starts are forecast to 
improve marginally to 625 units in 
1992 and remain at that level in 
1993. Although multiple unit con- 
struction has advanced relatively 
well under the current conditions, 
single-family home activity has 
not recovered to expected levels. 
Sales of existing homes have been 
even harder hit by the weak provin- 
cial economy as the total number 
of homes sold through the MLS is 
forecast to decline by 21 per cent. 


In 1993, a boost in consumer 
confidence is anticipated with 


hiring for the GST centre in Sum- 


merside. This will positively im- 
pact the single-family home 
market as both starts and resale ac- | 
tivity will increase modestly. Con-_ 
struction on the fixed link is not 
expected to have a significant im- 
pact on the housing sector if the 
project begins in 1993. The 
average MLS house price is 
forecast to improve slightly as | 
well. Construction of new multiple : 
units is expected to decline due to | 
continuing high vacancy rates and — 
minimal rent increases. 


Nova Scotia | 


The Nova Scotia housing industry — 
is turning in a mixed performance 
in 1992. Low mortgage rates and 
the availability of 95 per cent 
financed mortgages are stimulat- | 
ing home buying despite the : 
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persistence of weak consumer con- 
fidence and a sputtering economy. 
Consequently, the demand for ex- 
isting and new single-detached 
houses has grown in 1992. How- 
ever, a decline in multiple-unit 
starts has more than offset gains in 
single-detached starts. The low 
level of multiple-unit construction 
is a direct result of a build-up of 
too many apartments in recent 
years, and from an exodus of 
renters purchasing their first 
homes. 


Provincial housing market 
activity will continue to grow in 
1993, but will be constrained by a 
lukewarm outlook for the 
economy. Housing demand will 
increase mainly as a result of the 
natural growth in households and 
positive net migration activity. 
The level of existing home sales 
will continue to be high from a his- 
toric perspective, growing by 3.3 
per cent in 1993. The recovery 
Started this year in single-family 
home construction, will extend 
into 1993, building up by 6.5 per 
cent. Multiple-unit housing con- 
struction will be limited by high 
vacancy rates, but will experience 
some growth in 1993, as vacancy 
rates begin to fall. 


New Brunswick 


The provincial economy which is 
forecast to recover in 1993 is cur- 
rently displaying early signs of 
renewed growth. The mining in- 
dustry, benefiting from rising zinc 
prices since spring, is now ex- 
pected to expand by about six per 


cent this year. Retail sales are also 
beginning to improve as local con- 
sumer confidence slowly rebuilds. 
The much needed recovery of the 
forestry sector, however, will not 
occur before 1993. 


The new construction market 
will outperform the existing 
market this year. Early season 
sales of existing homes to first- 
time buyers depleted the stock of 
homes in the lower price brackets. 
Budget conscious home-buyers 
who wanted to take advantage of 
attractive mortgage rates were ef- 
fectively redirected into the new 
construction market. Builders 
were quick to respond to this grow- 
ing demand with increased house 
building. Construction activity 
which had shown signs of improve- 
ment by mid year will close out 
1992 up nine per cent. Buoyed by 
increasing employment, home 
building will continue to display 
good growth throughout 1993. The 
existing market which is begin- 
ning to experience the return of 
move-up buyers will also record 
growth this year and next. Sales 
this year, that will increase by 2.8 
per cent to 3,350, will expand to 
3,500 next year. While the volume 
of activity in the new and existing 
markets will increase both this 
year and next, price growth will 
remain modest. 


Quebec 


Residential construction will end 
the year 1992 with a production 
level of 39,000 units thus marking 
the fifth consecutive annual 
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decline. Construction of single- 
detached units will fall by 20 per 
cent and the number of multiple 
units by 5 per cent. In this sector, 
semi-detached and row houses sel- 
ling for under $100,000 continue 
to be very popular. Moreover, 
even with record vacancy rates in 
Quebec, construction activity on 
new rental projects, especially in 
the larger urban areas of the 
province, will decrease by only 

7 per cent with a total production 
of 8,500 units in 1992. 


A labour market which has been 
difficult throughout the year (net 
loss of 35,000 jobs in 1992) 
together with a declining real es- 
tate market have continued to 
stymie move-up buyer demand. 
However, thanks to record low in- 
terest rates, to the federal incen- 
tive programs and to a positive net | 


| 


migratory balance just as vigorous 


as in previous years, residential 


NATIONAL HOUSING OUTLOOK — FOURTH QUARTER 1992 5 


construction activities have been 
sustained (nearly twice as much ac- 
tivity as in 1982, the year of the 
last recession) and the resale 
market has progressed. The latter, 
in spite of a gradual loss of vigour 
in the spring, will finish the year 
1992 up 8 per cent with 30,200 
MLS sales. The high number of 
houses for sale and a first-time 
buyer market produced a small 
one per cent decrease in the 
average MLS price. 


For 1993, the growing surplus 
of existing rental units and of new 
houses will limit the recovery in 
residential construction to 42,000 
units. The 22 per cent increase in 
single-detached construction, with 
a gradual return of move-up 
buyers to the market, will be offset 
by further declines in the rental, 
semi-detached and row house sec- 
tors. A healthier labour market 
(net creation of 35,000 jobs) and 
relatively low mortgage rates 
should strengthen both the new 
and existing house markets. The 
resale market (33,200 MLS sales) 
will increase by 10 per cent and 
there will be a 3 per cent increase 
in the average MLS price. 


Ontario 


Third quarter 1992 housing starts 
pointed to a stronger second half 
year as starts climbed to 60,000 
SAAR from 55,000 in the second 
quarter. Both single and multiple 
starts, year-to-date, were up from 
1991. Multiple starts jumped close 
to 18 per cent, braced by govern- 
ment assisted rental programs. 


Weak private market renter 
demand and condominium over- 
supply kept private rental and con- 
dominium starts low. A small 
year-to-date increase of single 
detached starts, slightly over three 
per cent, indicates emerging 
market demand. Lower minimum 
down payments, low interest rates 
and access to RRSP funds have 
helped raise Ontario’s residential 
MLS sales throughout 1992. 
Ontario’s average MLS price, 
while lower than in 1991, has been 
stable this year. 


Jobs will 
lift Ontario 
residential 


demand in 
1993 


OO a 


Consumer and business con- 
fidence are growing despite 
modest job losses in the third 
quarter of 1992. The Conference 
Board of Canada’s indicator of On- 
tario Consumer Attitudes in- 
creased moderately from last 
year’s fourth quarter low. Third 
quarter results of The Canadian 
Survey of Manufacturing In- 
dustries show new order levels 
rising and expectations of higher 
production. Employment in 
Ontario’s pro-cyclical manufactur- 
ing sector has demonstrated an 
upward trend for the past six 
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months. More broadly based 
employment growth is anticipated | 
early next year. The new jobs will | 
lift Ontario residential demand. 


Multiple unit starts are expected | 
to inch down to 29,500 units in 
1993. A small increase in con- 
dominium unit starts will partially © 
offset a reduction in assisted rental _ 
construction. Modestly priced | 
semi-detached and row starts, a 
response to the demand for affor- 
dable housing, will continue to be 
robust. Next year’s single- 
detached home starts are predicted | 
to jump 30 per cent and residential © 
MLS sales by over six per cent, : 
fueled by higher employment and 
migration levels, and growing con- | 
sumer confidence. Average MLS 
price will rise more than two per 
cent next year as the supply of 
new listings continues to decline. 


Manitoba 


Improved affordability and 95 per | 
cent mortgages for first-time 
buyers have strengthened demand 
in Manitoba’s new and existing __ 
residential markets this year. 
Resale activity is approaching | 
record levels in Winnipeg, al- 
though average prices have 
remained flat due to the higher 
proportion of first-time buyers. : 
New construction has recovered | 
from last year’s record low perfor- 


mance, but overall activity 

remains weak by historical stand- 
ards. While a stronger economy 
and renewed consumer confidence | 
should help sustain this upturn | 
into 1993, growth prospects have 


declined in recent months. The 
province’s transportation and 
resource industries will be weaker 
than expected, with planned invest- 
ments now delayed or cancelled 
outright. The expected value of the 
1992 harvest has been down- 
graded due to poor growing condi- 
tions. This will moderate next 
year’s anticipated improvement in 
both consumer optimism and hous- 
ing demand in rural areas. 


Total housing starts will in- 
crease by 21 per cent to 2,850 
units in 1993, following a similar 
advance this year. Single-family 
activity will rise to 2,250 units 
next year, as improved equity posi- 
tions bring more move-up buyers 
into the new home market. Multi- 
ple starts will remain weak in 
1993, due to continued high apart- 
ment vacancy rates in most com- 
munities. A strong increase in the 
number of renters shifting into 
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homeownership will delay the ex- 
pected improvement in the over- 
supplied rental market and temper 
rent increases. Resale markets in 
the four largest communities will 
end 1992 with sales up by 15 per 
cent to the 11,000 mark. Growth 
in sales will moderate in 1993, as 
higher prices and rising interest 
rates erode affordability for first- 
time buyers. Following a year of 
relative stability, average resale 
prices will increase by 2.5 per cent 
next year to $82,500. 


Saskatchewan 


Housing activity has been a lead- 
ing factor in the modest economic 
recovery in Saskatchewan during 
1992. Construction of new homes, 
especially single-family dwellings, 
has been the highest in two years. 
Most of the activity was centred in 
the city of Regina where there is 
optimism due to the Crown Life 
Insurance and Farm Credit 
Corporation relocations. All cities 
in Saskatchewan experienced sig- 
nificant increases in housing con- 
struction activity compared to 
previous years. By the end of 
1992, sales of existing homes will 
have been the highest since 1987. 
As a result, the number of homes 
listed "for sale" has declined in the 
past year. Rental vacancies in 
most Saskatchewan communities 
are declining slowly, however, 

the rental market remains over- 


supplied. 
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Saskatchewan’s economic out- 
look for 1993 is mildly optimistic. 
Consumer spending and housing 
activity brought on by relatively 
low interest rates will again be 
major contributors to the 
province’s continued economic 
recovery. Offsetting the recovery 
will be persistent difficulties in 
agriculture and fewer non-residen- 
tial construction projects. Lower 
levels of net out-migration will 
lead to an increase in the number 
of new households formed in 
1993. The forecast growth in the 
economy and new households will 
translate into new housing con- 
struction and existing sales ac- 
tivity reaching the same buoyant 
levels as seen in 1992. 


Alberta 


Housing activity in Alberta 
remained strong through the third 
quarter of 1992, however momen- 
tum slowed in both the new and 
resale markets in comparison to 
the first half of the year. Provin- 
cial housing starts are still show- 
ing strong gains, up an impressive 
57 per cent in the first nine months 
over 1991. Lower interest rates 
continue to attract first time 
buyers, with the momentum now 
spread more evenly through starter 
and move-up price ranges. High- 
end sales have remained sporadic 
with low demand in most centres. 
Strong home-buying activity has 
softened the rental market, par- 
ticularly in higher priced rental 
units where the movement to 
home ownership was the strongest. 


[ 


| Housing Starts 
_ Units Thousands (Annually) 
Alberta and British Columbia 
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Some relief is expected this fall as 
seasonal factors and increased en- 
rollments in universities and col- 
leges improve occupancy rates. 


Continued growth in the hous- 
ing market is not expected in 
1993. This year’s weak economy, 
lower migration and employment 
growth will slow housing activity 
into next year. Job creation from 
new projects in forestry and 
petrochemicals has been offset by 
cutbacks in most other sectors. 
One recent example is the an- 
nouncement of up to 1,500 layoffs 
by Alberta Government Tele- 
phones (AGT). The energy sector 
in particular has deteriorated this 
year; although the province’s plan 
to reduce royalties will boost drill- 
ing activity, the impact on housing 
markets is not expected to be 
dramatic. Gains in employment 
are increasingly in part-time jobs. 


On the positive side a lower 
Canadian dollar has stimulated the 
export sector, which will continue 
next year. In housing modest 
declines in both single- and multi- 
ple-family construction will result 
in a 4.9 per cent decline in starts in 
1903: 


British Columbia 


The housing market was propelled 
forward by 25-year low mortgage 
rates, very high in-migration, and 
federal government demand incen- 
tives. Housing sales (MLS) were 
up sharply in September and hous- 
ing starts were the strongest since 
the current recovery phase began. 
Prices moved higher in the past 
quarter as a result of strong 
demand conditions and some sup- 
ply limitations. For example, 
single family lot supply was tight 
in Vancouver and Victoria. The 
tightening up by lenders on the 
financing of new residential 
developments was not fully evi- 
dent in the past quarter but it 
remains a future concern. 


The economy is growing at a 
very slow pace and may begin to 
pull down the housing market. 
Employment crept up in the third 
quarter but unemployment also 
went up. Good growth prospects 
in B.C.’s export markets are neces- 
sary for this weak growth situation 
to change for the positive. How- 
ever, these external prospects are 
being steadily downgraded by 
forecasters and a meaningful 
recovery remains an assumption. 
The stimulus to housing provided 
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by the unprecedented drop in 


mortgage rates and government in- 


centives could fade and the 
employment situation may not 
pick up the slack. The economy 
usually begins to grow more 
vigorously after the early stages of 
a housing recovery, but there is a 
risk that this may not happen and 


the housing recovery could sputter. 


For 1993, the working assump- 
tions call for stronger national and 
key international economies. This 
should benefit B.C.’s export- 
oriented economy. High in-migra- 
tion levels are also forecast for the 
province. These factors, along 
with a favourable mortgage rate 
scenario, suggest that the housing 
recovery will continue into 1993. 
MLS sales will be at record levels 
this year and next. Housing starts 
in 1993 have been revised down 
slightly in light of the weak 
economy, some production con- 
straints, and the interest rate hike. 
Total starts in 1993 are forecast at 
40,500 units, up slightly from 
1992. = 


| 


Housing Starts 


Total 
(units and annual per cent change) 
| 1987 1988 1989 1990 1991 1992") 1993" 
NFLD 2682 3168 3536 3245 2836 2200 2500 
% “7.0 18.1 11.6 eo) “12.6 224 13.6 
PEI 933 1151 815 762 553 625 625 
% F159 23.4 -29.2 -6.5 27.4 13.0 0.0 
NS 6460 5478 5359 5560 5173 4300 4800 
% 47 52 =2°2 3.8 -7.0 -16.9 11.6 
NB 3716 3621 3681 2683 2872 3125 3300 
% Sit =o6 ig pee 7.0 8.8 5.6 
QUE 74179 58062 49058 48070 44654 39000 42000 
% 22.9 “ele aS A “Fell Hoes We 
ONT 105213 99924 93337 62649 52794 57200 65000 
% 29.1 = 5110) -6.6 232.9 Sibi) 8.3 13.6 
MAN 8174 5455 4084 3297 1950 2350 2850 
%o 6.2 2333 2501 -19.3 -40.9 20.5 plies 
SASK 4895 3856 1906 1417 998 1800 1600 
%o sale. SPAN) -50.6 S| -29.6 80.4 a 
ALTA 10790 11360 14712 17227 12492 16200 15400 
%o 275 53 29.5 lea 75 29.7 -4.9 
BC 28944 30487 38894 36720 31875 39600 40500 
%o 39.9 53 27.6 25:0 213.2 2A2 23 
CAN 245986 222562 215382 181630 156197  *166000 *179000 
%o 23:1 -9.5 3 ey) -14.0 6.3 7.8 


SOURCE: CMHC. 
(F) Forecast. 


* Total does not add due to rounding. 
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Housing Starts 


Singles 
(units and annual per cent change) 


1987 1988 1989 1990 1991 1992) 1993) 
NFLD 2530 2839 2932 2468 2135 1500 1700 
% 2307 22. 56 -15.8 A136 -29.7 eke 
PEI 699 704 456 483 376 425 475 
% -10.7 0.7 -35.2 5.9 IY) 13.0 11.8 
NS 4120 3867 3361 3639 2604 3100 3300 
% -9.5 -6.1 ae 8.3 -28.4 19.0 6.5 
NB 2957 2953 2909 2137 2154 2325 2650 
% -8.6 Oy NE -26.5 0.8 7.9 14.0 
QUE 31430 27724 24493 24942 22531 18000 22000 
% BO Enis Sieg ke 07 -20.1 I) 
ONT 64929 57099 53511 32425 26290 27300 35500 
% 15.0 Sioa -6.3 -39.4 -18.9 3.8 30.0 
MAN 4631 3601 2966 2847 1589 1800 2250 
% aye -22.2 -17.6 -4.0 -44.2 13.3 25.0 
SASK 2995 2246 1383 1087 775 1350 1300 
% -20.6 -25.0 -38.4 214 PGi EO 37 
ALTA 9495 9671 12345 13809 9778 12700 12000 
% 32.9 1.9 27.6 11.9 2992 29.9 -5.5 
BC 16353 17761 21612 18478 18335 20750 20900 
% 26.1 8.6 Mal -14.5 -0.8 13.2 0.7 
CAN 140139 128465 125968 102315 86567 *§9000 *102000 
% 16.8 ERS -1.9 51 215.4 2.8 14.6 
Multiples 
(units and annual per cent change) 
1987 1988 1989 1990 1991 1992") 1993") 
NFLD 152 329 604 TT 701 700 800 
% -40.6 116.4 83.6 28.6 -9.8 cOct 14.3 
PEI 234 447 359 279 77 200 150 
% Pe 91.0 -19.7 59h) -36.6 13.0 -25.0 
NS 2340 1611 1998 1921 2569 1200 1500 
% £95 2) 24.0 -3.9 33.7 530 25.0 
NB 759 668 WD 546 718 800 650 
% -6.4 AX 15.6 -29.3 Ses 11.4 Figs 
QUE 42749 30338 24565 23128 29123 21000 20000 
% 16.6 -29.0 -19.0 e558 -4.3 ae -4.8 
ONT 40284 42825 39826 30224 26504 29900 29500 
% 61.0 6.3 27.0 eAnl =1 233 18 =1,3 
MAN 3543 1854 1118 450 361 550 600 
% 21.8 LOG) -39.7 -59.7 -19.8 52.4 9.1 
SASK 1900 1610 523 330 223 450 300 
% 9.2 53 -67.5 -36.9 -32.4 101.8 33.3 
ALTA 1295 1689 2367 3418 2714 3500 3400 
% -1.6 30.4 40.1 44.4 -20.6 29.0 9 
BC 12591 12726 17282 18242 13540 18850 19600 
% 63.1 is 35.8 5.6 -25.8 39.2 4.0 
CAN 105847 94097 89414 79315 69630 *77000 «77000 
% 32.7 sii 50 ie NOE) 10.6 0.0 


SOURCE: CMHC. 
(F) Forecast. 


* Total does not add due to rounding. 
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Total Residential Sales 


(units and annual per cent change) 


L 1987 1988 1989 1990 1991 1992) 1993") 
NFLD 1906 2217 2040 1998 1892 1875 2025 
% 3.3 16.3 -8.0 ya -5.3 -0.9 8.0 
PEI 507 505 626 742 764 600 625 
% 8.6 -0.4 24.0 18.5 3.0 -21.5 4.2 
NS 5903 5734 5863 6072 5811 6100 6300 
% 550) -2.9 22 3.6 -4.3 5.0 3.3 
NB 2948 3518 3490 3316 3259 3350 3500 
% 9.7 19.3 -0.8 a5.) oy 2.8 4.5 
QUE 29909 30503 30618 28067 27981 30200 33200 
% 2.4 2.0 0.4 ee 203 7.9 9.9 
ONT 134370 160578 142914 102792 126143 130000 138000 
% -6.7 19.5 -11.0 -28.1 227 341 6.2 
MAN 12367 11129 10375 9356 9521 11000 11250 
% 3.5 -10.0 -6.8 -9.8 1.8 15.5 2.3 
SASK 7875 7301 6850 6405 6505 7500 7100 
% 4. E73 -6.2 -6.5 1.6 15.3 55:3 
ALTA 27632 30368 36249 33085 34360 37000 36000 
% 16.6 9.9 19.4 35) 3.9 Ta Shh 
BC 56376 67460 83562 58027 84554 91500 93900 
% 22.9 19.7 23.9 -30.6 45.7 8.2 2.6 
i. 279793 319313 322587 249860 300790 *319000 *332000 
% 2.0 14.1 1.0 225 20.4 6.1 4.1 
Average Residential Price 
(dollars and annual per cent change) 
1987 1988 1989 1990 1991 1992") 1993) 
NFLD 73416 76828 83284 88654 90822 91000 93000 
% 6.0 4.6 8.4 6.4 2.4 0.2 2 
PEI 58850 65463 74168 69283 71033 73000 74000 
% 8.1 11.2 13.3 -6.6 215 8 1.4 
NS 78885 79591 82328 84650 86462 89000 92000 
% 5.3 0.9 3.4 DR 2A 2.9 3.4 
NB 67632 72101 75848 77152 80897 82750 85000 
% 0) 6.6 oe) 2.5 4.0 23 20 
QUE 86003 95367 100517 100811 102840 102000 105000 
% 15.4 10.9 5.4 0.3 2.0 -0.8 2.9 
ONT 135656 161270 184605 175859 173723 163400 167200 
% 25.4 18.9 14.5 -4.7 =1:2 -5.9 nS 
MAN 77031 80427 82401 79961 80445 80500 82500 
% 9.8 4.4 25 -3.0 0.6 0.1 2.5 
SASK 65811 68355 70417 68963 67697 70000 71000 
% 39) 3.9 3.0 21 -1.8 3.4 1.4 
ALTA 83905 89554 98542 108675 111482 114500 118750 
% 6.8 6.7 10.0 10.3 2.6 2G 7 
BC 101916 121040 151504 157616 168235 191000 210000 
% 9.8 18.8 25.2 4.0 6.7 13.5 9.9 
CAN** 111404 131526 148776 143432 149757 *152000 *160000 
% 17.3 18.1 13.1 -3.6 4.4 1.5 50 


SOURCE: The Canadian Real Estate Association. 
(F) Forecast by CMHC. 

* Total does not add due to rounding. 
** Excludes Yukon and Northwest Territories. 
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Major Housing Indicators 


Seasonally adjusted at annual rates 
(levels and quarterly per cent change) 


91:Q1 91:Q2 91:Q3 91:Q4 92:Q1 92:02 92:Q3 
New housing 
Building permits, units, thousands 12241 L702 186.6 137.2 177.4 168.0 167.3} 
% -10.3 39.4 9.6 0.3 re) -5.3 -0.4 
Housing starts, total, thousands 101 148 179 181 Us: 165 176 
%o =Sleo 46.5 20.9 Lt =a) Te 6.7 
Housing starts, singles, thousands 54 84 100 96 fel, 90 96 
% -34.9 55.6 19.0 -4.0 -19.8 16.9 6.7 
Housing starts, multiples, thousands 47 64 79 85 76 fie 80 
% -26.6 36-2 23.4 7.6 -10.6 -1.3 6.77 
Housing completions, total, thousands 176 149 157 159 GS) 168 180. 
% -7.9 -15.3 5.4 |e) 8.8 -2.9 73 
New house price index, 1986=100 134.5 [33%5 134.7 134.6 1335 133837 
%o -3.7 -0.7 0.9 -0.1 -0.8 0.1 
Existing housing 
MLS resales, units, thousands 281.7 368.6 288.9 263.9 284.1 334.4 349.7 | 
%o AU 30.8 -21.6 -8.7 Rel. 1B ea! 4.6. 
MLS average resale price, $C thousands 146.4 [50-2 148.7 146.5 163.2 ISiD 145.3. 
% 3.8 6.0 -4.2 -1.5 11.4 -7.2 -4.1 
Mortgage market 
Mortgages outstanding, $C billions 242.6 248.2 254.7 26101 266.6 DAs: 219.4 
%o 2.0 23 2.6 9180) ZA Pees 24 
Mortgage approvals, $C billions 56.9 74.6 F710 68.9 80.5 68.0 
% 7.4 ole 32 -10.5 16.8 -15.5 
l-year mortgage rate, per cent* Viet 10:25 9.92 8:92 8.67 8.17 6.50 
5-year mortgage rate, per cent* jmixev eles 11.42 10.18 10.00 9.93 8.71 
Residential investment** 
Total, $1986 billions 2 all 30 1] 32.4 32.0 SiS 
% -9.4 6.2 4.1 2A -1.2 1.6 
New, $1986 billions 13.0 | Paes: 14.8 Wal 14.9 [Sat 
%o =13.5 -1.8 SES 8.8 -7.3 et 
Alterations, $1986 billions OF, LOZ 10.6 10.3 10.2 10.4 
%o -12.9 a, 3.6 -2.5 -1.6 2.4 
Transfer costs, $1986 billions 6.0 ASS, 6.3 6.0 6.9 7.0 
% 8.8 24.5 -15.4 -5.8 Toss 1.4 
Deflator, 1986=100 1325 136.0 ipl, 134.3 13535 136.1 
% 6.1 2.6 -0.6 -0.7 0.9 0.4 


.. Figures not available. 


* Allindicators are seasonally adjusted except 1- and 5-year mortgage rates. 


SOURCES: CMHC, Statistics Canada, Bank of Canada, The Canadian Real Estate Association. 


** Residential investment includes outlays for new permanent housing; conversion costs; the cost of alterations and improvements; supplementary costs; and transfer costs. 
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For further national information call the Market Analysis Centre: 


Rita Daniel — Director 

Gilles Proulx — Chief Economist 

Marc Pellerin — Economist, Capital Markets 

Michel Laurence — Economist, Sectoral Analysis 

Leonard FitzPatrick — Economist, Modelling and Forecasting 


Greg Goy - — Manager, Local Markets Analysis 
For further provincial information please contact: 

Mac Woodman (Newfoundland) 

Brian Martin (Newfoundland) 


(Prince Edward Island) 
(Nova Scotia) 
(Nova Scotia) 
(Nova Scotia) 


Ralph Freeze 
André Moore 
Sally Erskine 
Anne Traboulsee 


Bruce Read (New Brunswick) 
Kim-Anh Lam (Québec) 

Alex Medow (Ontario) 

Richard Goatcher (Manitoba) 

Paul Caton (Saskatchewan) 
Bruce McDonald (Saskatchewan) 
Laurie Scott (Alberta) 

David Peever (Alberta) 


Helmut Pastrick (British Columbia) 


CMHC Market Analysis publications available include: 


e National Housing Outlook (quarterly) — $66 annual subscription* 
e Canadian Housing Markets (quarterly) — $44 annual subscription* 
e Mortgage Market Trends (quarterly) — $44 annual subscription* 


e Six new Renovation Market publications — $15 each* 
— National Renovation Markets 


— Atlantic Renovation Markets 

— Quebec Renovation Markets 

— Ontario Renovation Markets 

— Prairie Renovation Markets 

— British Columbia Renovation Markets 
2 TARVIN S iI) 


(613) 748-2577 
(613) 748-2574 
(613) 748-2506 
(613) 748-2737 
(613) 748-2552 
(613) 748-2582 


(709) 772-4034 
(709) 772-2096 
(902) 566-7467 
(902) 426-8465 
(902) 426-8465 
(902) 426-8465 
(506) 452-3796 
(514) 283-4488 
(416) 495-2000 
(204) 983-5648 
(306) 975-4900 
(306) 780-5889 
(403) 482-8700 
(403) 292-6200 
(604) 666-2925 


To subscribe call (819) 956-4802 or fax your request to Canada Communication Group — Publishing Division 
(819) 994-1498. Subscriptions can also be obtained by completing and mailing the postage paid business 


reply card attached to the publication. 


Please contact the market analyst in the CMHC branch nearest you or the Market Analysis Centre directly for 


information on CMHC’s local reports listed below: 


e Real Estate, Builders’ and Housing Forecasts for all major metropolitan areas (semi-annual) 


e Rental Market Survey Reports for all major metropolitan areas (semi-annual) 
e Local Market Housing Reports (monthly/quarterly) 


Market Analysis Centre 

Canada Mortgage and Housing Corporation 
700 Montreal Road 

Ottawa, Ontario 

K1A OP7 

Tel. No: (613) 748-2969 

Fax No: (613) 748-2402 


Cette publication est aussi disponible en frangais sous le titre Perspectives nationales du marché de 


habitation. 
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Executive Summary 


Canada 

Building on an increase of 7.7 per 
cent to 168,271 units in 1992, hous- 
ing markets are expected to show 
further improvements in 1993 and 
1994 with respective new home con- 
struction levels of 177,000 and 
193,000 units. 

In 1993, the increase in housing 
starts will be limited to single- 
detached units. The construction of 
multiple units is expected to be 
lower, in particular rental units in 
Ontario and Quebec. In 1994, in- 
creases will be recorded for both 
types of construction. The resale 
market, after a strong increase in 
1992 due to the presence of first- 
time buyers, will record further 
gains in 1993 and 1994. 


ee 
New home 


construction will 
reach 177,000 
units in 1993 and 
193,000 units in 
1994 


TC 


The factors supporting the new 
and existing markets over the next 
two years include improving, yet 
moderate, recovery in output and 
employment, low interest rates, ris- 
ing consumer confidence and contin- 


ued high levels of immigration. Fed- 
eral housing programs favourable to 
home ownership will also contrib- 
ute to market activity this year. 
However, the level of starts and 
activity on the resale market will 
rise only modestly due to high apart- 
ment vacancy rates, substantial 
stocks of new unsold inventories in 
some condominium markets, and 
generally stable prices that slow 
down the trend toward moving up. 


Newfoundland 


Job losses in fisheries and delays to 
Hibernia have eroded consumer con- 
fidence in Newfoundland, resulting 
in a 20 per cent decline in housing 
starts to 2,271 in 1992, the lowest 
level since 1966. A gradual im- 
provement in consumer confidence, 
due in part to the green light for 
Hibernia, and the continuation of 
federal government initiatives will 
support modest gains in new home 
construction. Housing starts are 
forecast at 2,400 units in 1993 and 
2,600 units in 1994. These same fac- 
tors, combined with low mortgage 
rates, will contribute to a limited re- 
bound of activity on the resale mar- 
ket in 1993, following four 
consecutive annual declines. 


Prince Edward Island 


Housing starts climbed 16 per cent 
to 644 units on the Island in 1992 
partly in anticipation of the estab- 
lishment of the GST centre at Sum- 
merside. Over the forecast period, 
start-up of the fixed link project, 
low mortgage rates and renewed 
consumer confidence will lead to 
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higher construction of single-unit 
dwellings and to improvements on 
the resale market. Multiple unit con- 
struction, however, is expected to 
decline both this year and next as a 
result of continued high apartment 
vacancy rates in Charlottetown. 
Total starts are expected to fall to 
600 units in 1993 before a rebound 
to 630 units in 1994. 


Nova Scotia 


Low mortgage rates and the two fed- 
erally initiated home buying pro- 
grams boosted single-unit starts and 
the resale market in 1992. Total 
starts, however, declined to 4,673 
units because of a drop in multiple 
unit construction. After two years of 
declining activity and substantial 
job losses, the provincial economy 
and its job market will benefit from 
infrastructure projects and improv- 
ing export markets. This will form 
the basis for a gradual increase in 
construction activity to 5,000 units 
this year and 5,100 units in 1994. 
An increase in multiple units is 
expected in spite of a soft rental 
market. The resale market will also 
be active. 


New Brunswick 


Housing markets experienced good 
growth in New Brunswick during 
1992 when starts rose 15 per cent to 
3,310 units. This year, the economy 
of the province will strengthen as a 
result of stronger export markets, 
especially for lumber products, 
public works, and reduced cross bor- 
der shopping. These improved con- 
ditions, in combination with 
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continued low mortgage rates will 
support mounting demand for hous- 
ing in 1993 and 1994. Total starts 
will rise to 3,550 this year and 
3,900 next year. The resale market, 
which recorded solid growth last 
year, is expected to advance further 
this year and next due to strong 
housing demand. 


Quebec 


In 1992, new home construction in 
Quebec fell for the fifth consecutive 
year to 38,228 starts as a provin- 
cially sponsored construction pro- 
gram ended and a new provincial 
goods and services sales tax was in- 
troduced. With a modest rebound in 
the economy and in employment, 
consumer confidence is expected to 
improve sufficiently to attract 
enough move-up buyers resulting in 
a turnaround in single-detached 
starts in 1993 with further gains in 
1994. The current glut on the rental 
market will, however, delay the re- 
covery in multiple unit construction 
until 1994. The net result will be a 
modest increase in total starts to 
40,200 units this year followed by 
more robust gains to 44,000 units 
next year. 


Ontario 


Deflation pressures continued in the 
Ontario housing market during 
1992 as the new house price index 
declined for most CMAs in the prov- 
ince. First-time buyers came out in 
force spurred by lower interest rates 
and government ownership support 
programs, helping the resale and 
new markets to post modest growth. 
Total starts reached 55,772 units. A 
recovering U.S. economy, a lower 
dollar, and improved demand from 
the domestic market should contrib- 
ute to higher manufacturing ship- 
ments and employment this year 
and next. Only modest housing 
gains are expected in 1993 as starts 
reach 58,200 units with lower 


assisted multiple unit starts offset- 
ting part of the rise in single- 
detached dwellings. Additional 
gains in single dwellings and a re- 
versal of the trend in multiple unit 
starts should boost new construc- 
tion to 67,200 units in 1994. 


Manitoba 


Last year saw the first increase in 
single-family starts in Manitoba 
since 1986. Total starts rose 18 per 
cent to 2,310 units from a record 
low in 1991. Resale activity also 
rose strongly as a result of low inter- 
est rates, improved consumer confi- 
dence and federal housing 
programs. Output gains in the prov- 
ince’s manufacturing sector are ex- 
pected to help the economic 
recovery gather momentum this 
year and next. Total starts will 
reach 2,900 units in 1993, climbing 
to 3,850 in 1994 as a stronger econ- 
omy and higher employment levels 
boost housing demand. 


Saskatchewan 


New housing construction almost 
doubled during 1992 in Saskatche- 
wan, reaching a level of 1,869 
starts. In 1993, improved access for 
first-time buyers, the move of some 
large employers to Regina and bet- 
ter prospects for the industrial and 
mining sector will benefit urban 
centres. But prospects are not fa- 
vourable in rural areas: already suf- 
fering from low crop prices, they 
were adversely affected by the 
worst harvest in history. As well, 
migration out of the province is ex- 
pected to increase as employment 
prospects in nearby provinces im- 
prove. As a result of these offset- 
ting trends, new housing 
construction is expected to increase 
by less than ten per cent this year to 
2,050 units and to rise slightly to 
2,100 units in 1994, 
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Alberta 


Alberta housing markets recorded 
their best year of the past eleven in 
1992. Housing starts totalled 18,573 
units, an increase of 49 per cent 
over 1991. Resale housing was also 
characterized by another record 
year for sales volumes. While eco- 
nomic performance remained weak 
and net immigration dropped to the 
lowest level since 1988, the owner- 
ship market thrived on the release 
of pent-up demand made possible 
by low mortgage rates, an afford- 
able housing stock and government 
programs such as the five per cent 
down payment option. With greatly 
reduced levels of pent-up demand 
for starter houses, the market for 
new homes will instead be sup- 
ported by improved economic and 
employment growth this year and 
next. Total starts are expected to 
drop slightly to 17,600 units in 
1993 before reaching 19,000 units 
in 1994. 


British Columbia 


In contrast to most other provinces, 
housing markets reached new highs: 
in British Columbia during 1992. 
Record migration, lower mortgage 
rates and federal housing programs | 
pushed new housing starts to | 
40,621 units, the second highest | 
mark for the province. Constraints |, 
on new production such as a scar- 
city of single-family lots in parts of 
Vancouver and Victoria contributed 
to higher prices and strong demand | 
for row housing and condominiums. 
In 1993 and 1994, a stronger export. 
sector and continued strong migra- | 
tion will boost B.C.’s economy and. 
bring new home construction to 
new highs of 44,400 units this year 
and 45,000 in 1994. = 
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Canada 


by Gilles Proulx 


Housing Starts 
Conclude 1992 on 
Steady Note 


Showing resilience in the face of 
higher mortgage rates during the 
fourth quarter, housing starts held to 
the gains achieved earlier in the 
year. At 175,000 units seasonally 
adjusted at an annual rate (SAAR), 
they were only slightly lower than 
the level of 176,000 units SAAR of 
the third quarter. Resale market 
activity declined more significantly, 
with sales through the Multiple List- 
ing System (MLS)* at 326,000 units 
SAAR compared with 340,000 units 
SAAR in the previous quarter. 


lortgage Rates 
er cent 
lajor Financial Institutions 
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While mortgage rates where 
somewhat less favourable than in 
the third quarter, economic activity 
provided an offsetting positive 
influence. Employment has been 
rising gradually since August, as a 
result of strengthening in merchan- 
dise exports, retail sales and manu- 
facturers’ shipments. Although 
interest rates rose suddenly in the 
September-November period, they 
have gradually been easing since 
then as the Canadian dollar stabi- 
lized on currency markets. 

Fourth quarter activity brought 
total starts for the year to 168,271 
units, up 7.7 per cent from the 1991 
level. Both single and multiple-unit 
markets shared that gain: construc- 
tion started on 92,851 single- 
detached dwellings, up 7.3 per cent 
from 1991, while construction of 
multiple-unit dwellings was up 8.3 
per cent to 75,420 units. On the 
existing market, units sold through 
the MLS rose by 8.6 per cent, reach- 
ing an all time high of 327,000 
units. The average resale price, how- 
ever, was up less than one per cent 
with diverging regional trends. The 
averages were up around 13.1 per 
cent in British Columbia and down 
6.3 per cent in Ontario, while they 
changed only marginally in other 
provinces. 

The 1992 market was favourable 
to first-time buyers due to low inter- 
est rates, buyers’ market conditions, 
and national programs making 


NATIONAL HOUSING OUTLOOK 


home ownership easier. Mortgage 
interest rates averaged 7.9 per cent 
for the one-year term in 1992 com- 
pared with 10.1 per cent in 1991. 
More than 63,000 loans were made 
under CMHC’s First Home Loan 
Insurance, which allowed loan to 
value ratios of up to 95 per cent for 
first-time buyers. As well, the 
Minister of Finance reported in his 
December 2 Economic Statement 
that more than 130,000 withdrawals 
had been made from RRSPs under 
the Home Buyers’ Plan. The 
strength of the first-time buyer 
market contributed to stronger activ- 
ity in the resale market especially at 
entry level types of houses, holding 
the average value of transaction 
down in many markets. Move-up 
markets remained in the doldrums 
due to continued job losses, price 
stability and low consumer confi- 
dence. 

On a regional basis, western prov- 
inces posted the strongest results. 
Sustained economic activity and 
strong migration boosted housing 
market activity in British Columbia, 
while starts bounced back from very 
low levels in the Prairie provinces. 
Ontario starts rose 5.6 per cent, 
close to national trends. Quebec 
starts dropped 14.4 per cent from 
1991 when activity was sustained 
by a construction support program 


* 


Multiple Listing Service (MLS) is a registered 
certification mark owned by the Canadian Real! 
Estate Association. 
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sponsored by the provincial govern- 
ment. Atlantic provinces recorded 
mixed results as starts dropped in 
Newfoundland and Nova Scotia 
while they rose in New Brunswick 
and P.E.I. 


1993-94 Outlook 


Subdued Recovery on 
Firmer Ground 


As 1992 ended, there were accumu- 
lating signs that the economic recov- 
ery was moving an a more solid 
footing. In addition to the good 
level of activity on housing mar- 
kets, the performance of retail sales 
was signalling that consumers were 
slowly shifting their attitudes, will- 
ing to spend, even though they were 
still confronted with serious finan- 
cial problems including debt levels 
and job market concerns. Export 
sales were also strengthening be- 
cause of a resurgence of growth in 
the U.S. economy and a better cost 
competitiveness in Canada partly 
due to the lower dollar. This re- 
sulted in growing output and signs 
that employment was rising more 
convincingly. 

Economic recovery is expected 
to build up gradually over the fore- 
cast horizon, yielding GDP growth 
of 3.1 per cent this year and 3.7 per 
cent in 1994. Although this perform- 
ance is substantially faster than the 
estimate of 1.1 per cent achieved 
last year, it pales compared with 
that of the Canadian economy as it 
emerged from past recessions. 
Furthermore, the dramatic restruc- 
turing of many sectors of the econ- 
omy that yielded a strong 
productivity performance in recent 
years is expected to continue. As a 
result, employment levels are ex- 
pected to grow by less than two per 
cent per year in both years. The 
creation of about 175,000 jobs this 
year and 250,000 in 1994 following 


a decline of 100,000 jobs in 1992 
will, nonetheless, make possible a 
gradual build up of consumer confi- 
dence. In fact, 1993 job creation per- 
formance will be the best since 
1989) 

The economic rebound will bene- 
fit from a gradual recovery of the 
U.S. economy, improved competi- 
tiveness of Canadian producers due 
to a lower dollar and a better domes- 
tic inflation performance. At the 
same time, this recovery is expected 
to remain subdued because of the 
speed of the U.S. recovery and the 
slow build up of demand for Cana- 
dian products. 

The recovery in the economy and 
job markets will provide one more 
ingredient needed for a more sus- 
tainable recovery of the housing 
market. It will also benefit from the 
continuation of low mortgage inter- 
est rates. The one-year mortgage 
rate is expected to remain below 
eight per cent for most of 1993 and 
to rise only slightly above that level 
next year. Five-year rates are ex- 
pected to remain below 10 per cent 
over that period 

On a regional basis, all provinces 
are expected to post increased out- 
put activity in 1993 with GDP 
growth in P.E.I. at around 4.5 per 
cent, and B.C. and Ontario at 
around 3.5 per cent. In 1994, the 
largest provinces will see the most 
significant growth. 


Construction Trends 
Diverge for Single and 
Multiple Units 


Housing markets are expected to 
record modest progress in 1993, 
with total starts of new homes ris- 
ing by 5.2 per cent to 177,000 units. 
Underlying the overall trend will be 
two diverging performances for 
starts of single-detached dwellings 
and multiple units. Growth will be 
limited to the single market due to a 
favourable economic environment. 
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Multiple unit construction will de- 
cline in reaction to imbalances in 
many segments of that market. In 
1994, the correction of some of 
these imbalances as well as the | 
blooming economic recovery will 
lift construction activity by nine per 
cent to 193,000 units. 

Regionally, Ontario and Quebec | 
are expected to register perform- 
ances similar to national trends in 
1993, with increases in housing con’ 
struction close to the national aver- | 
age. British Columbia will record 
another strong performance with 
new home construction rising toa © 
record high. Manitoba and Saskatcl 
ewan will also record again strong | 
performances, while Alberta starts — 
are expected to decline following a | 
substantial release of pent-up 
demand in 1992. Starts will also 
decline in P.E.I. while they are 
expected to increase slightly faster | 
than the national average in the ) 
other Atlantic provinces. 

Many favourable factors will suf 
port an increase of single construc- 
tion starts to 106,000 units this 
year. The 14.2 per cent increase wil, 
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flow from an environment charac- 
terized by a more solid economic re- 
covery, attractive mortgage interest 
rates and firming real estate prices 
on the existing market. The single- 
detached market will also benefit 
from a gradually stronger presence 
of move-up buyers. These forces 
will also be at work in 1994, push- 
ing starts up by 9.4 per cent to 
116,000 units. The solid showing of 
the single-detached market will 
result mainly from strong perform- 
ances in Ontario and Quebec follow- 
ing several years of disappointing 
results. In the West, activity will 
remain strong but Alberta will see 
some decline this year and British 
Columbia, next year. 

Activity on the multiples market 
will suffer from several imbalances 
including high vacancy rates on the 
rental market, an abundance of 
newly completed and unoccupied 
condominium units, and lower 
demand for semi-detached dwell- 
ings and row housing as demand by 
first-time buyers cools down in 
1993. As a result, construction of 
multiple units is expected to fall by 
about six per cent this year to 
71,000 units. As lower activity cor- 
rects some of these imbalances, con- 
struction is expected to recover in 
1994, rising 8.5 per cent to 77,000 
units. Again, the national trend 
reflects mainly the situation in 
Ontario and Quebec, the two prov- 
inces where 1993 corrections will 
be concentrated. Activity will also 
decline this year in Alberta, New 
Brunswick, Manitoba and P.E.I.. 
Only B.C. markets will record large 
increases in multiple-unit construc- 
tion. 

Record vacancy rates will cause 
a drop in apartment construction 
this year. As of October 1992, the 
apartment vacancy rate in metropoli- 
tan areas (CMAs) had risen to 4.8 
per cent, up from 4.4 per cent in 
April 1992 and October 1991. 
Much of the decline will be 


concentrated in rental apartment 
construction in Quebec and Ontario. 

The declines in apartment con- 
struction, however, will not be as 
large as current vacancy rates 
would suggest. One reason is that 
new products on the market can be 
competitive because of better 
financing conditions and overall 
better cost due to more readily avail- 
able land, materials and labour than 
was possible for products built over 
the recent past. The net result of a 
more vigourous economy and lower 
construction will be a progressive 
reduction in the vacancy rate at the 
national level to 4.6 per cent at the 
end of 1993 and 4.3 at the end of 
1994, 

Resale market activity is ex- 
pected to improve further in 1993 
and 1994. The gains in unit sales 
will, however, be more moderate 
than in 1992 when activity was 
boosted by strong advances in the 
first-time buyer market. Unit sales 
are expected to increase by 1.9 per 
cent this year and by 3.3 per cent in 
1994. 

Resale prices will also record 
somewhat larger increases consis- 
tent with a slight appreciation in 
real terms and with a broader base 
of transactions less concentrated on 
the first-time buyer market. The 
average transaction price is ex- 
pected to rise by 3.4 per cent this 
year and by 5.1 per cent in 1994. 
This year, average prices will be 
higher in all provinces except 
Ontario where a slightly lower level 
is expected. In both 1993 and 1994, 
British Columbia is expected to reg- 
ister the largest price increases at 
close to eight per cent this year and 
seven per cent in 1994. 

The New House Price Index is 
less affected by mix variations as it 
measures price changes for specific 
types of houses. Under this meas- 
ure, residential real estate prices 
will start increasing again in 1993. 
Prices dropped by 6.9 per cent in 
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1991 as a result of declines in half 
of the CMAs. In 1992, the index 
was unchanged as declines in south- 
ern Ontario offset increases else- 
where in most other CMAs. For 
1993, the average is expected to 

rise by 2.5 per cent with local prices 
ranging from a fairly stable level in 
Toronto to increases of 10 per cent 
in Vancouver. In 1994, the expected 
increase is 3.0 per cent with a some- 
what narrower range than this year. 
In short, the excesses of the 1980s 
seem to have been corrected. Prices 
will rise at a rate in line with over- 
all inflation trends, with local differ- 
ences indicating the weaker markets 
and the stronger ones. @ 
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PROVINCIAL HOUSING OUTLOOKS 


Newfoundland 


by Mac Woodman and Brian Martin 


Highlights 


= Modest gains forecast for 
housing markets in 1993 and 
1994. 


= Continued out-migration and 
high unemployment will 
maintain housing starts at low 
levels. 


Lowest Housing Starts 
in 26 Years 


Job losses and low consumer confi- 
dence lead to the poor performance in 
the provincial housing market in 
1992. At 2,271 units, housing starts 
fell to their lowest level since 1966. 
Fourth quarter activity remained 
weak particularly in rural areas, 
reflecting the impact of the northern 
cod moratorium. Single-detached 
starts tumbled 24.5 per cent to 1,611 
units while multiple unit construction 
was off 5.8 per cent to 660 units. In- 
creased enrollment at educational in- 
stitutions combined with limited 
supply of larger rental projects con- 
tributed to a lower apartment vacancy 
rate in the St. John’s area of 5.6 per 
cent in late 1992. 

The short-term rise in interest rates 
during the fourth quarter of 1992 pro- 
vided mild stimulus to the existing 
homes market as prospective buyers 
waiting for rates to bottom out finally 
made a move. Increased activity in 
the latter part of the year was not suf- 
ficient to offset declines during the 


spring and summer months. MLS 
sales in the St. John’s region declined 
4.4 per cent from 1991 levels to 1,720 
units. The introduction of 95 per cent 
financing combined with favourable 
interest rates limited the overall de- 
cline in sales. Average price of a re- 
sale home rose a modest 0.9 per cent 
to $91,959. Including the Central 
Region, total MLS sales for the prov- 
ince fell 3.3 per cent to 1,829 units 
with average sales price advancing 
0.8 per cent to $91,590. 


1993-94 Outlook 


Hibernia Go Ahead 
Provides Much Needed 
Boost 


Following an estimated 2.8 per cent 
decline last year, provincial economic 
output is forecast to grow a modest 
1.5 per cent in 1993 before advancing 
2.5 per cent in 1994. Non-residential 
investment related to the Hibernia 
project will be the major contributor 
to economic growth in 1993-94. 
Further reductions in fisheries output 
and continued weakness in other key 
industries will constrain economic 
expansion this year. 

Resolution of financing arrange- 
ments has lifted the cloud of uncer- 
tainty and instilled renewed 
confidence in the Hibernia project. 
Construction expenditures on the 
project are forecast at close to $1.0 
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billion annually in 1993 and 1994. 
The project will create an estimated 
2,500 person years of direct employ- 
ment this year and generate slightly 
more than $100 million in provincial | 
wages and salaries. | 
Quota reductions in key fish stocks 
combined with the continuation of 
the northern cod moratorium will lead 
to further declines in fisheries output | 
in 1993. Then in 1994, the scheduled | 
lifting of the northern cod ban at mid-) 
year will support marginal gains in | 
both the fishing and manufacturing in 
dustries. Output in the mining indus- | 
try will improve marginally this year 
largely due to full year production at 
the Hope Brook gold mine. Increased 
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demand for iron ore stemming from 
an improved performance in the 
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Units Thousands (Qtrly) 
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1993-94 Forecast. 


the forecast period. Low interest rates 
and confirmation that the Hibernia 
project is proceeding will raise con- 


Modest Gains in 
Housing Market Activity 


Residential MLS Sales 
Units Thousands 
NEWFOUNDLAND 


SOURCE: The Canadian Real Estate Association. 
CMHC: Forecast. 


North American economy will in- 
crease output in 1994. 

The guaranteed income compo- 
nent of the northern cod compensa- 
tion package and the green light for 
Hibernia will lead to a gradual im- 
provement in consumer confidence 
and provide mild stimulus to retail 
trade over the forecast period. The 
threat of additional public sector cut- 
backs at the provincial level will tem- 
per consumer demand. Advances in 
construction and service will be more 
than offset by declines in primary and 
manufacturing industries with em- 
ployment forecast to fall 0.5 per cent 
in 1993. Employment will grow 3.2 
per cent in 1994 as overall economic 
conditions strengthen. Labour force 
changes will maintain the province’s 
unemployment rate in the 20 per cent 
range during 1993 and 1994. 

Limited employment prospects at 
home and a stronger recovery in the 
economies of Central and Western 
Canada will prompt more individuals 
to leave the province in 1993. Total 
net migration is forecast at -3,200 per- 
sons in 1993 before declining to 
-2,000 persons in 1994. 


Favourable interest rates, a gradual 
improvement in consumer confidence 
and the continuation of government 
initiatives will contribute to marginal 
gains in housing market activity over 
the forecast period. Continued out- 
migration and high unemployment 
will, however, maintain residential 
construction at low levels. While 
housing starts in urban centres will 
strengthen, activity will remain weak 
in rural areas reflecting the downturn 
in the fishery. Total starts will ad- 
vance 5.7 per cent to 2,400 units in 
1993. Sustained growth in economic 
and labour market conditions will 
boost housing starts to 2,600 units in 
1994. Following a 24.5 per cent de- 
cline in 1992, single-detached starts 
will rise to 1,700 and 1,900 units, re- 
spectively, in 1993 and 1994. Multi- 
ple unit starts will continue to be 
concentrated in single-detached 
homes with accessory apartments. 
Limited private investment in larger 
rental projects will maintain multiple 
starts at 700 units in both 1993 and 
1994. 

Following four years of steady 
declines, the resale market is 
expected to record modest gains over 


sumer confidence and lure prospec- 
tive homebuyers back into the 
market. Access to affordable home- 
ownership through 95 per cent financ- 
ing will continue to stimulate existing 
home sales to first-time buyers in 
1993. When combined with increased 
demand from the move-up market, 
total MLS sales for the St. John’s 
region are forecast to rise 4.7 per cent 
to 1,800 units in 1993 before advanc- 
ing to 1,900 units in 1994. MLS sales 
in the Central Region will approxi- 
mate 100 units this year and next. 
Sales of lower priced entry level 
homes will limit price growth of total 
provincial MLS sales to 2.1 and 3.2 
per cent, respectively, in 1993 and 
1994. 

A gradual improvement in demand 
for rental accommodation in the 
St. John’s region over the forecast 
period will be offset by increased sup- 
ply of seniors units. Vacancy rates are 
forecast to range between 6 and 8 per 
cent in both 1993 and 1994. Rental 
rates for above average-quality 
accommodation are expected to 
advance by 2 to 3 per cent in both 
1993 and 1994. — 


Key Provincial Indicators 


Newfoundland 
1992 1 1993 1994) 

Real GDP (% Change) -2.8 les Des 
Employment (% Change) -4.4 -0.5 322 
Unemployment Rate (%) 2032 20.4 19.9 
Housing Starts (Units) 

Total aa fa 2400 2600 

Singles 1611 1700 1900 

Multiples 660 700 700 | 
MLS Sales (Units) 1829 1900 2000s 
Average MLS Price (Dollars) 91590 93500 96500 | 


SOURCES: CMHC, The Canadian Real Estate 
Association and Statistics Canada. 


(F) Forecast by CMHC. 
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PROVINCIAL HOUSING OUTLOOKS 


Prince Edward 


island 


by Ralph Freeze 


: Highlights 


= Economy to benefit from big 
projects. 


® Housing starts in 1993 shrink 
due to apartment glut. 


® Resale activity picks up in late 
1993. 


Second Half of 1992 
Boosts Starts 


Housing starts in 1992 climbed 16 
per cent over 1991 levels after a 
strong second half showing. 
Although improvements were experi- 
enced in rural areas, the majority of 
growth in the latter part of the year 
came from the urban communities. 

The bright spot during 1992 was 
Summerside. After three years of de- 
cline, the economy and the housing 
sector experienced growth. Construc- 
tion of the GST centre and the antici- 
pation of hiring provided positive 
economic factors. Apartment con- 
struction resumed for the first time 
since early 1989. Urban housing 
starts would have declined in 1992 if 
not for the turnaround in Summerside 
as Charlottetown slipped for the 
fourth year in a row. 

Residential resale activity on P.E.I. 
struggled in 1992, in contrast to the 
national trend. Low mortgage rates 
and stable, or slightly declining 


prices, were not enough to over- 
come the high rate of unemployment. 
Job and wage insecurity have 
affected most of the Island’s indus- 
tries. In response to these conditions 
MLS sales dropped by 19 per cent. 
The average sale price increased by 
seven per cent due to a larger portion 
of total sales from the higher priced 
Charlottetown market. 


1993-94 Outlook 


Optimism for the 
Economy Building 


Growth in the economy is forecast to 
take-off in 1993 after two years of 
disappointment. Although the provin- 
cial figures will exceed four per cent, 
growth will be concentrated in the 
western section between Borden and 
Summerside. This forecast assumes 
that the fixed link project will pro- 
ceed with substantial investment oc- 
curring this year. An estimated 600 
direct and 400 indirect jobs generated 
from the project will see benefits 
trickle province-wide. Construction 
and transportation related industries 
will show the most growth during the 
start-up period. 

Hiring for the GST centre in 
Summerside is expected to be com- 
pleted in 1993, ready for operation in 
October. This will inject $13 million 
in annual salaries to the region for an 
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estimated 400-500 positions. The | 
greatest impact from the tax process- 
ing centre will occur in 1994 after a 
full year of operation. 

Agriculture, tourism, and the 
public sector will do well if they | 
maintain 1992 levels. Potato prices in 
early 1993 represent about half of the: 
estimated cost of production. | 
Although the US border has reopenec 
to P.E.I. potatoes, traditional North 
American markets have been lost for’ 
this year. Tourism is only expected to. 
provide minimum growth over last 
year, while the public sector is 
strapped with reductions and 
restraints. 


Housing Starts | 
Units Thousands (Qtrly) | 
PRINCE EDWARD ISLAND | 
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New Construction Slips 
Due to Fewer 
Apartments 


The new home market will not reap 
the benefits of an improving econ- 
omy until late 1993 and 1994. Work 
on the fixed link will not begin in ear- 
nest before April (based on current 
schedules) and operation of the GST 
centre is not expected until October. 
Starts are forecast to drop by seven 
per cent to 600 units in 1993 fol- 
lowed by a five per cent increase to 
630 units in 1994. 

Low mortgage rates and renewed 
confidence will lead single family 
home construction to 450 units from 
421 in 1992. After two years of low 
consumer confidence it will take a 
sustained period of increased activity 
before consumers are ready to com- 
mit to new home construction. 

The Summerside and surrounding 
areas will see the greatest increase in 
starts of single family units due to the 
proximity of the two major projects. 
It will also be the area to benefit from 
in-migration. The Charlottetown 
area, which traditionally accounts for 


at least half of total single starts, will 
be lacking a direct economic stimu- 
lus. 

Multiple unit starts are forecast to 
decrease by 33 per cent in 1993 to 
150 units, dropping again in 1994 to 
130 units. Continued high vacancy 
rates in Charlottetown will be the 
major drag on new apartment con- 
struction. Economic activity in the 
western region of the province will 
attract rental demand from central 
P.E.I. Although this will stimulate 
some new construction in the 
Summerside area, current supply of 
rental stock (including ex-military 
units) 1s expected to be utilized. Add- 
ing to the decline in multiple unit con- 
struction is the drop in social housing 
budgets. 


Resale Market Heats 
up in Second Half of 
1993 


Attractive mortgage rates and 
employment growth will generate 
increases in MLS sales over the 
forecast period. Resale activity is 
expected to improve to 700 sales in 
1993, and increase to 750 homes 


in 1994. Potential first-time buyers 
will continue to be hesitant to 
purchase until there is evidence of an 
improving economy. Last year, the 
record number of listings in the 
Charlottetown area, stable rents and 
home prices, gave a clear picture of a 
buyer’s market across the province. 
Waiting for a better "deal" was appro- 
priate. Since these conditions will 
remain in the first half of 1993, the 
second half is expected to be very 
strong. 

Rural communities between 
Charlottetown and Summerside will 
see an increase in demand for exist- 
ing homes. The economic activity 
around the Summerside area will 
result in a growing number of house- 
holds with members employed in 
both locations. Under these condi- 
tions, some rural communities will 
see existing houses sell much faster 
than in the past. 

Average MLS prices are forecast 
to increase by one per cent in 1993 
and again in 1994. Increasing 
demand in Summerside will boost 
prices in that area for the first time in 
three years. @ 


Key Provincial Indicators 
Prince Edward Island 


Average MLS Price (Dollars) 


1992 1993") 1994) 
Real GDP (% Change) 0.5 4.6 pape: 
Employment (% Change) -0.2 LS 5 
Unemployment Rate (%) Vie? 17.0 16.4 
Housing Starts (Units) 
Total 644 600 630 
Singles 421 450 500 
Multiples 223 150 130 
MLS Sales (Units) 604 700 750 
76640 77400 


75570 


(F) Forecast by CMHC. 


NATIONAL HOUSING OUTLOOK 


SOURCES: CMHC, The Canadian Real Estate Association and Statistics Canada. 


FIRST QUARTER 1993 9 


10 NATIONAL HOUSING OUTLOOK 


PROVINCIAL HOUSING OUTLOOKS 


Nova Scotia 


by André Moore, Sally Erskine and Anne Traboulsee 


Highlights 


The economy will continue to 
recover at a slow rate. 


m Existing home sales will 
continue to show strength in 
1993. 


& Single home starts will 
increase in 1993 and 1994, 
spurred on by improvements 
in the economy and favorable 
financial conditions. 


Weak rental demand will keep 
vacancy rates high. 


Housing Starts Strong 
Despite Economic 
Decline 


Despite an overall decline in the 
economy in 1992, housing starts 
activity finished at 4,673 units in 
total. Single-unit starts rebounded 
from 1991, while multiple starts 
increased sharply towards the end of 
the year, in spite of high vacancy 
rates. Existing home sales were at an 
historical high, approximately 16 per 
cent above 1991 levels. Factors 
which stimulated continued activity 
and growth in housing include the 
existence of two federally initiated 
home buying programs, along with 
low interest rate financing. 

The Nova Scotia rental market 
continues to be soft, yet construction 
remains strong in relation to overall 


demand for rental units. Low interest 
rates and federally incentive pro- 
grams for home buyers have both 
contributed to the weakening demand 
in the rental market in 1992. In Metro 
Halifax, for example, the apartment 
vacancy rate rose to 5.7 per cent in 
October 1992, the highest rate in 29 
years. 


1993-94 Outlook 


End to Recession in 
Sight 

Nova Scotia’s economy contracted 
for the second consecutive year in 
1992. Although some provincial eco- 
nomic indicators showed positive 
signs in the last half of the year, an 
emerging recovery is not clearly iden- 
tifiable. Nonetheless, the economy is 
expected to continue moving toward 
recovery in 1993 and 1994. 

The main factors which will con- 
tribute to the recovery include, the 
continued strengthening of manufac- 
turing and export sales, and a rebuild- 
ing of business and consumer 
confidence, based largely on pent-up 
demand, favorable financing, and 
stable prices. In addition a modest 
number of large scale investment 
projects, such as new highway and 
hospital construction, offshore oil 
production, ship building, power and 
telecommunication projects, will 
contribute to economic growth. 

A sharp erosion of employment 
has occurred as a result of the reces- 
sion. While 10,000 fewer people 
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were employed last year, 6,000 
stopped actively seeking work and 
left the labour force. A large propor- | 
tion of the job losses in 1992 
occurred in resource-based rural 
communities. The employment 
situation throughout the province will 
show mild improvement in 1993 and | 
1994. 

The relatively weak economy in 
1992 has encouraged out-migration 
to other provinces. However, this 
trend has been more than offset by 
the growth in international migration | 
to Nova Scotia. In total, net migratior 
is estimated at 800 people in 1992. 
This figure will increase in 1993 and 
1994 to around 1,200 in concert with | 
improvements to the employment 
situation in the province. Higher lev- 
els of employment and net migration - 


Housing Starts 
Units Thousands (Qtrly) | 
NOVA SCOTIA | 


0.8 | 
0.6 | 
0.2 
0.0 é | 
1992 1993 1994 
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SOURCE: CMHC. 
1993-94 Forecast. 


Halifax Vacancy Rate 

[3 units or more, privately 
initiated) 

Per Cent 


APR OCT APR OCT APR OCT APR OCT 
1991 1992 1993 1994 


[7 FORECAST 


MB actuar 


SOURCE: CMHC. 


will contribute to a strengthening of 
housing demand in Nova Scotia. 


Strong Housing Market 
Expected 

Although from a historical perspec- 
tive the level of new housing con- 
struction in 1992 was lower than 
average, it represents an important 
and positive contribution to the hous- 
ing market and economy. The fore- 

- cast for housing starts in 1993 and 
1994 are based on a slow but steady 
economic recovery in the province, 
occurring over the next few years. 

_ A total of 5,000 units are forecast to 
be started in 1993, followed by 5,100 
units in 1994. Single-detached house 

_ Starts are forecast to increase by five 


in 1994. 
Sales volumes in 1992 were sup- 
ported by favourable financing and 


bined with low and stable house 
prices. These favorable conditions 
are expected to continue into 1993, 
generating strong sales of existing 
homes at 6,700 units. This will be 


per cent in 1993 and by three per cent 


home owner incentive programs com- 


followed by 6,500 sales in 1994. 
Although the sales of existing homes 
are forecast to be lower than the 1992 
levels, they will be well above the 
historic average. 

The forecast high-level of sales 
will not have a significant impact on 
sale prices. This is largely due to the 
high proportion of first time buyers 
entering the market, purchasing 
lower priced housing. As in past 
years, price growth is forecast at 
roughly the rate of inflation for 1993 
and 1994. The average sale price is 
forecast at $90,100 for 1993, and at 
$91,700 for 1994. 

Multiple unit starts, both freehold 
and rental, soared toward the end of 
1992. Many developers continue with 
plans to build, stimulated by low 
interest financing and relatively low 
priced land, materials, and labour. 
These developers recognize that 


absorption rates for apartment units 
will be slow in the short term but are 
looking at the long term. Multiple 
starts are forecast to increase through- 
out the next two years, to 1,500 units 
in 1993, and 1,600 units in 1994. 

Rental demand is expected to 
remain weak through 1993, in part 
because existing tenants will be 
attracted into homeownership, taking 
advantage of favourable housing 
market conditions and the final year 
of the First Home Loan Insurance 
program. 

In Metro Halifax, additional rental 
apartment completions and conver- 
sions will further increase the 
apartment supply in 1993 and 1994, 
pushing the vacancy rate up to 6.3 
per cent in April 1993 before 
gradually declining to 5.9 in April 
1994. a 


Key Provincial Indicators 
Nova Scotia 


1992 1993) — 1994") 

Real GDP (% Change) er 2.0 hie 25 3 
Employment (% Change) -2.7 1.4 1s | 
Unemployment Rate (%) bse 1°) 12.4 | 
Housing Starts (Units) 

Total 4673 5000 5100 

Singles SViBy 3500 3500 

Multiples 1441 1500 1600 
MLS Sales (Units) 6769 6700 6500 
Average MLS Price (Dollars) 88914 91700 


90100 


(F) Forecast by CMHC. 


SOURCES: CMHC, The Canadian Real Estate Association and Statistics Canada. 
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PROVINCIAL HOUSING OUTLOOKS 


by Bruce Read 


® Economic growth will foster 
increased housing activity 


= Move-up buyers more 
prominent during 1993 


@ House price increases will 
remain low 


Full Recovery in 1992 


In 1992, the housing markets in New 
Brunswick experienced good growth, 
for the second straight year. Residential 
investment in 1992 which increased by 
20 per cent pushed total housing starts 
above the 3,300 mark for the first time 
since 1989. Although improvements in 
the single-family market were notable, 
low mortgage rates and growing de- 
mand for rental accommodation stimu- 
lated even bigger gains in the multiple 
unit market. The production of apart- 
ments and other multiple family unit 
types that reached 728 in 1991 leaped 
ahead by almost a third topping the 
900 unit level by year end. 

The resale market also began to 
show signs of solid growth during 
1992. Sales that had sagged to 3,259 
in 1991 grew to 3,550 last year. The 
Fredericton market took the lead with 
sales swelling by more than 10 per 
cent. Smaller increases also occurred 
in the other major trading areas of 
Moncton and Saint John. Improving 
market conditions in the second half 
of the year enticed an increasing num- 
ber of move-up buyers back into the 
marketplace as evidenced by the sale 


New Brunswick 


of some of the larger more expensive 
homes. The new supply associated 
with these incoming buyers helped 
increase the number of homes on the 
market by close to four per cent. The 
growing supply of homes for sale 
kept price increases at a modest level. 
The average price of homes selling 
through the local real estate boards 
moved up by only 2.2 per cent to 
$82,688 in 1992 from $80,897 in 
Loon 


1993-94 Outlook 


Economic Prospects 
Favourable 


The New Brunswick economy will 
grow faster in 1993 than it has in the 
past three years. The economy, which 
displayed only marginal growth in 
1992, will expand by a healthy 2.3 
per cent in 1993. Improving U.S. 
export markets will underpin this 
growth and provide the stimulus 
necessary to get the economic 
machinery in motion. 

The service sector will play a 
major role in the economic recovery. 
The upturn will be led by growth in 
the retail trade and business service 
industries. The growing spread be- 
tween the Canadian and American 
dollar, which has been acting as a 
strong disincentive to cross border 
shopping, will continue to support a 
strengthening of the retail industry 
across the province. 

The construction industry, which 
lost 2300 jobs over the past two years, 
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will get a strong boost from the re- 
cently announced go ahead of the 
N.B.-P.E.I. fixed link bridge and 
other major improvements to the 
TransCanada Highway. The forestry: 
sector as a whole will display modest 
growth in 1993. Unfortunately the 
growth will not come from the more 
important pulp and paper sector. Low 
prices, high inventories and cheap im 
ports will continue to plague the in- 
dustry throughout 1993. Ona 
brighter note, lumber markets will 
continue to enjoy buoyant market 
conditions. 

As a result of the strengthening 
economy, employment in the prov- 
ince will increase by 5,000 this year | 
and by 6,000 in 1994. The unemploy 
ment rate will, however, not drop 
much below the 12.4 per cent mark i 
1993. | 


Housing Starts 
Units Thousands (Qirly) 
NEW BRUNSWICK | 


1.4 


08 
0.6 
0.4 
0.2 
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SOURCE: CMHC. 
1993-94 Forecast. 
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Housing Markets to 
Expand in 1993 


The housing market that regained a 
solid footing in 1992 will post contin- 
ued growth during 1993. Expanding 
employment rolls and associated ris- 
ing consumer confidence will support 
mounting demand for housing 
throughout the year. These condi- 
tions, in combination with continued 
low mortgage rates, will spell better 
times ahead for the housing industry. 
The resale market that experi- 
enced a record sales year in 1992 will 
carry on to lead the industry in 1993. 
Relatively low prices and good sup- 
ply will draw many first-time buyers 
into the market early in the year. 
Move-up buyers who were sidelined 
by job security considerations will 
also be returning to the marketplace 
in hopes of upgrading before prices 
increase. Resulting improvements in 
demand will push sales in 1993 and 
1994 to record levels. The Frederic- 
ton market area is forecast to outper- 
form all other centres in this respect, 
and post growth at the nine per cent 
level. Saint John, as well as Frederic- 
ton and the Northern New Brunswick 
trading areas, will each individually 


reach record sales levels over the 
forecast period. 

Price increases in the resale mar- 
ket will remain modest. The average 
price of homes selling through the lo- 
cal real estate boards, which rose by 
close to two per cent in 1992, will ad- 
vance by an additional three per cent 
this year and next. The growth in 
price increases will come as a result 
of the changing mix of units sold 
(more larger move-up units) rather 
than from rising inflationary pres- 
sures. 

Following a 15 per cent increase 
in the number of new homes started 
in 1992, builders in New Brunswick 
will see their market grow by a more 
modest seven per cent, to 3,550 
starts, this year. The new construction 
market will grow by an additional 10 
per cent in 1994, bringing total hous- 
ing starts in that year to 3900 units. 

The multiple-unit market that dis- 
played stellar performance in 1992 
will slow over the forecast period. 
Multiple starts that reached the 900 
plus level in 1992, will drop back to 
750 this year before regaining some 
ground in 1994. Supply driven in- 
creases in the vacancy rate, in combi- 
nation with moderating demand, as 
some renters move into homeowner- 


ship will be at the heart of the down- 
turn in construction levels. 

The single family market will con- 
tinue to display good growth during 
this year and next. Pent up demand 
will continue to support increased ac- 
tivity in both the first-time and move- 
up markets. First-time buyers who 
were scared off last fall by the rise in 
mortgage rates will be back in the 
marketplace this spring. Similarly, 
move-up buyers who now feel more 
secure about their current job status 
will be looking for opportunities to 
upgrade. Growth this year will be 
centered in the larger markets of 
Saint John, Moncton and Fredericton. 
Northern communities, which rely 
heavily on the weak forestry sector, 
will display little improvement over 
the outlook period. 

The rental market in New 
Brunswick has been softening over 
the past year. The overall vacancy 
rate for the six major market areas 
jumped from 3.7 per cent in October 
of 1991 to 4.7 per cent this past fall. 
The near record level of rental units 
currently under construction will 
apply upward pressure on vacancy 
rates during 1993. @ 


Key Provincial Indicators 
New Brunswick 


Average MLS Price (Dollars) 


1992 1993) 1994") 
Real GDP (% Change) 1.1 p23 3.0 
Employment (% Change) is 2.0 2.0 
Unemployment Rate (%) 12.8 12.4 Ae 
Housing Starts (Units) 
Total 3310 3550 3900 
Singles 2391 2800 3100 
Multiples 919 750 800 
MLS Sales (Units) 3550 3800 4100 
82478 87469 


85074 


| (F) Forecast by CMHC. 
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SOURCES: CMHC, The Canadian Real Estate Association and Statistics Canada. 
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PROVINCIAL HOUSING OUTLOOKS 


Quebec 


by Kim-Anh Lam 


1992 marked the fifth 
consecutive annual decrease 
in residential construction 

activities 


Improved economy 
forecasted in 1993 but 
unemployment rate to remain 
high 

= Moderate upturn in 
residential construction for 

1993 and 1994 


® Single-family construction will 
pick up momentum but rental 
construction will continue to 

slip in 1993 


Fifth consecutive 
annual decrease in 
1992 


There were a total of 38,228 housing 
starts in 1992, a drop of 14.4 per cent 
relative to 1991 which means that 
residential construction activities 
have declined for five years in a row 
in spite of the low interest rates. 
Construction was limited due to the 
large stock of vacant units (6,322 
new units at the end of the year, or 
20 per cent of the new stock) which 
has persisted over the past five years. 
The 7.5 per cent vacancy rate on the 
existing rental market in the province 
is the highest in twenty years. 

The demand from move-up buyers 
was weak all year long. Consumer 


confidence was shaky and the rate of 
unemployment continued to climb. 

In the last quarter of 1992, residen- 
tial construction activity was esti- 
mated at 39,000 starts (seasonally 
adjusted annual rate SAAR). The 
improvement over the preceding 
quarter was due to increased starts for 
both rental and condominium units in 
the Québec Metropolitan Area. 

Construction activity for new 
detached houses (18,564 units) in 
1992 dropped 25.6 per cent com- 
pared with last year. The end of the 
provincial "Deal Estate Program" 
reduced the popularity of semi- 
detached and row houses intended for 
the first-time buyer market. The num- 
ber of these units contracted by 
30 per cent, going from 8,124 units in 
1991 to 5,673 units in 1992. The 
average price for single-family 
houses in the province leveled off at 
under $103,000. 

Condominium construction activ- 
ity held its own in 1992, registering a 
slight increase of 1.5 per cent relative 
to 1991. This is due to the continued 
popularity, especially in the large 
urban centres, of the semi-detached 
Grow Home model which now 
accounts for 28 per cent of the new 
condominium market. The top-of-the- 
line market segment (models 
$120,000 and over) remained inert in 
a market flooded with over 2,000 
new vacant units. 

Rental construction activity de- 
clined by 11.2 per cent but remained 
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higher than forecasted. Decreasing 
rental construction activity in 
Montreal was offset in part by an 
increase in activity in the Québec 
Metropolitan Area and in the small 
urban centres. New rental projects, 
earmarked for very specific client 
groups, could prove profitable due to 
low interest rates. 

Contrary to the situation on the 
new market, the resale market in 
1992 (a buyer’s marker) posted an 
upturn in activity due to stable prices 
low mortgage rates and the federal — 
homeownership incentive programs. 
Indeed, the resale market showed a 
13 per cent upturn with 31,800 
houses sold through the Multiple 
Listing Service but prices leveled off 


: 
| 
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1993-94 forecast by CMHC. 


at $102,500 due to the large number 
of houses for sale. 


1993-94 Outlook 


Improved 
Competitiveness and a 
Stronger U.S. Economy 
Will Boost Exports 


The economic performance, as meas- 
ured by the GDP, after an increase of 
0.9 per cent in 1992, will register a 
3.0 per cent increase in 1993 fol- 
lowed by another 3.5 per cent in- 
crease in 1994. In 1993, there will be 
48,000 new jobs created followed by 
60,000 in 1994. 

Hydro-Québec investments will 
continue to be substantial in scope, 
but will nevertheless be less than 
originally planned. Exports of lumber 
and pulp and paper as well as other 
manufactured products will increase 
due to increased competitiveness and 
to the recovery in the United States. 
Thus, we will start to reap some of 
the benefits of factory modernisation 
and company restructuring which led 
to 33,000 lost jobs last year. More- 
Over, renewed consumer confidence 
will once again be the green light for 
the creation of jobs in the service 
sector. 

The unemployment rate, however, 
will remain high at 12.7 per cent in 
1993 and then start to gradually edge 
down in 1994. After two years of job 
losses, many people will come back 
on the labour market, increasing the 
pressure on the latter. 


Moderate Upturn in 
Residential 
Construction 

There will be a total of 40,200 starts 
in 1993, an increase of 5.2 per cent 
over last year. For 1994, the upturn 
will be in the range of 9.5 per cent 
with 44,000 starts. The upturn in the 
housing market, sustained by low 


interest rates, will be moderate in 
1993 due to the large stock of vacant 
units and to slow labour market 
growth. 

The construction upturn will be 
due to a surge in single-family con- 
struction (22,500 starts are forecasted 
for 1993 and 24,000 for 1994) to 
accommodate a gradual return to the 
market by move-up buyers after a 
two-year absence. Construction activ- 
ity will flourish in a healthier eco- 
nomic climate where interest rates 
will still be very low, where house 
prices will grow slowly and where 
the federal programs allowing for 
minimum 5 per cent downpayments 
and for the use of RRSP funds will 
still provide additional construction 
incentives. 

As for the construction on multi- 
family units, starts will decline in 
1993 (17,700) and not really show 
any sign of a turnaround until 1994 
(20,000). The main reason for this 
poor performance is that construction 
activity for semi-detached and row 
houses will continue to decrease 
since, the first-time buyer pool is 
being depleted. Secondly, the product 
is an alternative, especially during 
recessions. 

In addition, the rental market will 
not be very conducive to new invest- 
ments since it will still be hampered 
by high vacancy rates and a return on 
investment which has been lowered 
since the end of the capital gains tax 
exemption. The number of rental 
housing starts for 1993 will decrease 
by 9.8 per cent. For 1994, this 
number will swing back to a rela- 
tively normal level with an increase 
of 21 per cent. The provincial 
vacancy rates of 7.0 per cent for 1993 
and 6.5 per cent for 1994 will only 
produce small rent increases, less 
than the rate of inflation. 

The number of condominium 
starts will remain at 5,000 in 1993 
and will increase to 5,500 in 1994. 
This type of tenure offers easier 
access to housing ownership for 


Quebec Vacancy Rate 

(3 units or more, privately 
initiated) 

Per Cent 


OCTOBER 


BM actus 


SOURCE: CMHC. 
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SOURCE: CMHC. 
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first-time buyers in the large urban 
centres. Once the stock of high rise 
condominium units for sale starts to 
run low, late in 1994, the top-of-the- 
line condominium segment will be- 
come active once again. 

The resale market will be stronger 
and better balanced. Demand will be 
sustained by renewed consumer confi- 
dence and attractive interest rates. 
The number of MLS sales will total 
33,000 for 1993 and 34,000 for 1994. 
For the first time in three years, the 
MLS average price will grow faster 
than the inflation rate with a jump of 
3.5 per cent in 1993 and 4 per cent in 
1994. = 


Key Provincial Indicators 


Quebec 
; 1992 1993) 1994" 

Real GDP (% Change) 0.9 3.0 SiS 
Employment (% Change) -1.1 1.6 AU 
Unemployment Rate (%) || Bees bes 12.4 
Housing Starts (Units) 

Total 38228 40200 44000 

Singles 18564 22500 24000 

Multiples 19664 17700 20000 
MLS Sales (Units) 31734 33000 34000 
Average MLS Price (Dollars) 102549 106100 110300 


SOURCES: CMHC, The Canadian Real Estate Association and Statistics Canada. 


(F) Forecast by CMHC. 
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PROVINCIAL HOUSING OUTLOOKS 


Ontario 


by Alex Medow 


Highlights 


= Government home purchase 
incentives and more 
affordable prices brought out 
first time buyers 


mw Multiple unit home 
construction to drop 


m Jobs and higher resale activity 
will push starts and home 
prices up 


Housing Market 
Review 1992 


A weak economy, in 1992, kept new 
Ontario residential construction at 
near stagnant levels. Housing starts 
finished the year up a modest 5.6 per 
cent from the recessionary low in 
1991. Construction costs for land and 
materials were still edging down in 
many markets at year end. Resale 
prices in most Ontario markets were 
stable or fell from last year, spurring 
increased sales activity. In response 
to stronger resale activity, seasonally 
adjusted single-detached home starts 
continued to trend upward in the 
fourth quarter. Construction of home- 
Owner semi-detached dwellings and 
townhouses was pushed up over one 
third as a result of demand for afford- 
able homes. Provincial and federal 
assistance programs boosted assisted 
multiple unit rental starts by 25.7 per 
cent. By year end multiple unit starts 


had tapered off as elevated levels of 
assisted rental construction fell. High 
vacancy rates caused last year’s 
private rental starts to drop. Condo- 
minium starts also declined due to 
strong price competition in overbuilt 
markets. 

The introduction of federal 
programs reducing required down 
payments and the eligibility of RRSP 
funds for home purchases, combined 
with lower mortgage rates and the 
province of Ontario’s Home Owner- 
ship Savings Plan brought first-time 
buyers out in force. CMHC insured 
over 25,000 five per cent down, first- 
time buyer loans in Ontario in 1992. 
Of these, 91 per cent were resale 
purchases. Brisk MLS sales activity 
dropped slightly in the fourth quarter. 
The interplay of two forces kept 
Ontario’s average monthly MLS 
price stable in 1992. The large 
number of sales of modestly priced 
homes held prices down across all 
markets. At the same time there were 
proportionately more sales in the 
higher priced urban markets, such as 
Toronto. 

Vacancy rates continued at histori- 
cally high levels. High unemploy- 
ment sent younger renters home or to 
double up; other renters, lured by 
government programs, lower prices 
and borrowing costs, became home- 
owners. Ottawa’s employment stabil- 
ity kept the vacancy rate at 1.3 per 
cent, the lowest among Ontario’s 
Census Metropolitan Areas (CMAs); 
while Oshawa, affected by restructur- 
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ing in the automotive sector, saw 
vacancy rates leap to 6.1 per cent, the 
highest since CMHC started survey- 
ing that area in April 1977. 


1993-94 Outlook 


Economic Recovery 
Started 


Ontario’s employment, which is so 
important to housing demand, started 
recovering in August of 1992 amidst 
rising production as measured by real 
Ontario GDP growth. Ontario exports 
to recovering United States markets 
were stimulated by a lower Canadian 
dollar. The growth of manufacturing 
shipments, which began in mid 1992, 


MLS Price and Employment 
ONTARIO 
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(thousands of $) (millions of persons) 
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SOURCES: Statistics Canada, The Canadian Real Estate 
Association. 
1993-94 forecast by CMHC. 
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is expected to continue. Automotive, 
food and beverage, and telecommuni- 
cations industries should experience 
solid production gains in the coming 
two years. With today’s levels of 
automation in manufacturing indus- 
tries, labour productivity is high and 
employment gains in the manufactur- 
ing industry are expected to be slow. 
The recovery stage of Ontario’s 
employment cycle will see rapid 
labour force growth induced by the 
high net migration levels which 
Ontario continues to experience. But, 
the resulting larger labour force will 
raise the unemployment rate from 
10.8 last year to 11.1 and 11.0 respec- 
tively during this year and in 1994. 
At Ontario’s current stage of 
recovery, indicators of consumer 
confidence remain mixed. Ontario 
passenger vehicle sales, lower for the 
year, have been on an upward quar- 
terly trend since mid 1992. October’s 
Retail sales inched up. High unem- 
ployment rates along with layoff and 
restructuring announcements 
spooked consumers in the fourth 
quarter. This was reflected by a drop 
in the Conference Board of Canada’s 
fourth quarter Index of Consumer 
Attitudes for Ontario. Consumer 
confidence will grow with the 
employment recovery during the next 


two years and add to housing demand. 


Net migration to Ontario, one of 
the few forces working to increase 
rental demand, will rise to record 
high levels in the near term. Ontario 
receives over half of Canada’s immi- 
grants and gained an estimated net 
117,000 persons from abroad last 
year. High unemployment and dete- 
riorated labour markets, especially 
when compared to British Columbia 
and Alberta, caused losses of people 
to other provinces. Net migration is 
anticipated to grow moderately over 
the next two years when an influx of 
people from the rest of Canada is 
expected to offset immigration 
declines due to quota cuts for refu- 
gees. Proportionately larger numbers 
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of refugees have tended to be 
attracted to Ontario’s ethnic and 
social service networks. Net 
migration to Ontario will grow from 
114,500 in 1992 to 118,500 in 1993 
and 120,500 next year. 


Less Multiple Starts 
This Year 


Ontario housing markets will 
continue to recover in the next two 
years, but home start levels will 
remain lower than in the second half 
of the 1980s. Residential starts are 
forecast to grow only 4.4 per cent in 
1993, held down by a decrease in 
multiple unit starts. Non-profit and 
co-operative construction in Ontario 
will scale down, while high vacancy 
rates will inhibit private rental con- 
struction. Demand for affordable new 
homes is anticipated to push starts of 
semi-detached dwellings, homeowner 
townhouses and condominiums 
slightly higher than last year. Higher 
MLS resales and slowly evolving 
move-up purchasing activity will 
propel single home starts by 22 per 
cent in 1993 and a similar amount 
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Housing Starts 
Units Thousands (Qtrly) 
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next year. Multiple unit home con- 
struction will rebound in 1994, pulled 
up by stronger employment growth 
coupled with a return of consumer 
confidence. Next year’s home starts 
total is expected to grow faster, by 
LS Sper cent: 

Resale home prices are expected 
to remain fairly stable this year. 
Demand for affordable resale homes 
will continue as the five per cent 
down payment program and the 
extension of the use of RRSP funds 
for home purchases into 1993 sus- 
tains the first-time buyer presence in 
Ontario’s home markets. Ontario’s 
average annual MLS price will 
decline marginally, as employment 
and consumer confidence are still in 
the early stages of recovery. Afford- 
able carrying costs and government 
incentives to home purchasers are 
expected to boost this year’s MLS 
sales modestly higher than last 
year’s. MLS sales will grow faster in 
1994 when the pace of economic 
growth picks up. With a 3.3 per cent 
anticipated increase in 1994, the. 
average MLS price growth should 
exceed inflation. 


New home prices are expected to 
turn around this year, but increases 
will be modest. Demand for new 
homes will be propped up by rising 
MLS sales. Resale activity frees up 
home equity and allows some home 
sellers to move up into new construc- 
tion. Move-up activity will evolve 
slowly because of the gradual 
employment recovery anticipated this 
year and the high rates of unemploy- 
ment. Continuing fears of job losses 
will keep consumers edgy. The hard 
hit City of Toronto, which lost one in 
ten jobs in the last two and a half 
years, is anticipated to experience the 
slowest 1993 turn around in new 
home prices in Ontario. Moderate 
increases in Ontario’s new home 
prices will occur next year, with the 
greatest New House Price Index 
increases occurring in London, 
Sudbury, Thunder Bay and Windsor 
(Ontario’s CMAs which are furthest 
from recession ravaged Toronto). 
Home construction costs are 
expected to rise first and only then 
will land prices follow. 


Vacancy rates are forecast to 
remain high, keeping private rental 
construction down. Rental demand 
will continue to be low, affected by 
first-time buyer movement from 
rental to ownership. A further 
decrease in the population aged 15 to 


age group will contribute to lowered 
demand. High net migration levels 
will act to counter the downward 
pressure on rental demand as a 
substantial portion of the Ontario 
residents rent while saving for a 
down payment or searching for a 


24, which tends to rent, and a slow home. @ 
employment recovery in this hard hit 
Key Provincial Indicators | 
Ontario | 
1992 1993" omegiooa:| 
Real GDP (% Change) 12 a 4.1 | 
Employment (% Change) -1.2 3 Paes 
Unemployment Rate (“%) 10.8 Piet 11.0 
Housing Starts (Units) 
Total S57 IZ 58200 67200 
Singles 27868 34000 41000 
Multiples 27904 24200 26200 
MLS Sales (Units) 131381 133000 139000 
Average MLS Price (Dollars) 162827 162300 167700 
SOURCES: CMHC, The Canadian Real Estate Association and Statistics Canada. 
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PROVINCIAL HOUSING OUTLOOKS 


Manitoba 


by Richard Goatcher 


Highlights 


The number of jobs is 
expected to increase in 1993 
after two years of decline. 


A stronger economy will boost 
housing starts and resales in 


1993 and 1994. 


House prices will begin to 
rise as demand strengthens. 
Vacancies in Winnipeg’s 
rental market should drop to 
the four per cent range by 
1994. 


Housing Markets 
Rebound in 1992 


Despite continued weakness in 
Manitoba’s labour market, demand 
for both new and existing homeown- 
ership improved in 1992. Total hous- 
ing starts increased by 18 per cent 
from a record-low in 1991. Last year 
represented the first increase in new 
single-family housing in Manitoba 
since 1986. Lower interest rates, 
improved consumer confidence and 
federal incentive programs helped 
boost residential resale activity by 
almost 20 per cent. 

Activity was particularly robust in 
the fourth quarter, with total housing 
starts and residential resales up sub- 
stantially from the last three months 
of 1991. Both new and resale house 
prices last year remained largely un- 
changed from 1991 levels due to in- 
creased sales to first-time buyers. A 
slow growing economy and greater 


movement to homeownership com- 
bined to limit the improvement ex- 
pected in most rental markets. 
Vacancies in Winnipeg’s private apart- 
ments fell only slightly to 6.1 per cent 
in October 1992 compared with a re- 
cord-high 6.6 per cent in October 
191% 


1993-94 Outlook 


Economic Recovery 
Gathers Momentum in 
1993 


Manitoba continued to lose jobs in 
1992, ending the year with the high- 
est December unemployment rate in 
Western Canada. Despite weakness in 
the labour market, output in the prov- 
ince’s economy grew slightly last 
year following a substantial decline 
in the previous year. In 1993, in- 
creased exports and stronger domes- 
tic demand will help to ignite the 
recovery. Labour market weakness 
will persist into 1994, however, as ma- 
jor firms continue to restructure and 
governments at all levels cope with 
revenue shortfalls. Real GDP will ad- 
vance by two per cent in 1993 and 
three per cent in 1994, following a 
modest one per cent gain last year. 
Manufacturing output should in- 
crease by eight per cent in 1993, re- 
sulting in a comeback in employment 
within a sector which has lost jobs 
since 1990. Stronger exports to the 
United States will boost output in in- 
dustries such as food and beverages, 
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wood products, primary metals and 
transportation equipment in 1993 and 
1994. Following several years of de- 
cline, non-residential construction 
will experience modest gains in 1993 
due to the $143 million Centre for 
Disease Control in Winnipeg and the 
Flin Flon smelter upgrade. Further in 
creases in 1994 will be moderated by 
the cancellation of the eight-year $5.” 
billion Conawapa power station and 
associated transmission lines. The 
economy of Northern Manitoba will 
be weakened in early 1993 by re- 
duced output and layoffs at the INCC 
nickel mining and smelting facility ir 
Thompson. Improved demand in 
1994 should boost mineral output 
across the province. The financial 
sector was weakened in 1992 by 
major layoffs, most notably at Great 
West Life’s head office in Winnipeg. 


Housing Starts 
Units Thousands (Qtrly) 
MANITOBA 
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SOURCE: The Canadian Real Estate Association. 
CMHC: Forecast. 


New jobs in the financial and busi- 
ness service industries will remain 
scarce in 1993 due to nationwide 
restructuring. Transportation indus- 
tries will experience continued job 
losses in 1993 as rail, trucking and 
airline companies struggle to remain 
competitive. While the overall out- 
look for the economy is for continued 
albeit modest growth, employment 
levels in Manitoba will experience 
minimal gains in 1993, with 
increased job creation in the follow- 
ing year. 


Housing Markets 


| Continue to Make 


IR 


Gains in 1993 and 1994 


Continued growth in housing con- 
struction in Manitoba will result from 
low interest rates, a gradually 
stronger economy, growing consumer 
confidence, and the two federal hous- 
ing programs. However, province- 
wide demand for new housing will 
not experience the resurgence wit- 
nessed at the end of the last recession 
due to continued high unemploy- 
ment, outmigration, and only modest 
income growth. In 1993, housing 


starts will continue upward in 
Winnipeg and Brandon, but job 
losses in Portage La Prairie and 
Thompson will limit improvements 
in these cities. 

Total housing starts will reach 
2,900 units in 1993, climbing to 
3,850 in 1994 as employment levels 
rise. Since the late 1980s, builders 
have increasingly targeted the move- 
up buyer, abandoning the starter- 
home purchaser to the existing 
market. Slower income growth and 
more balanced resale markets will 
result in greater consumer interest in 
both new starter homes and more 
moderately-priced new move-up 
homes. 

Manitoba’s four MLS boards 
recorded strong sales growth in 1992, 
due to lower mortgage rates and a 
flood of first-time buyers armed with 
95 per cent mortgages. The upward 
trend will continue into 1993, but at a 
slower pace. Residential sales in 
1994 will approach the record high 
achieved in 1987, under largely bal- 
anced market conditions. Average 
resale prices, which remained largely 
unchanged in 1991/92, will increase 
2.5 per cent in 1993 to an average of 
$82,750. In 1994, slightly higher 
mortgage rates and a three per cent 
gain in average resale prices will 


combine to reduce affordability for 
first-time buyers. 

Demand for resale condominiums 
in Winnipeg increased substantially 
in 1992, with sales up by over 20 per 
cent from the previous year. Despite 
improved sales, average prices contin- 
ued to fall last year due to stronger 
sales of modestly-priced units to first- 
time buyers. Condominium resales in 
Winnipeg should reach 550 units in 
1993, with average prices rising to 
$67,500. Despite improvements in 
resale, condominium construction 
across Manitoba will remain low in 
1993 due to the steady conversion of 
existing rental apartments to owner- 
ship tenure. 

Overall multiple unit construction 
will decline slightly in 1993 due to 
oversupplied rental markets and cut- 
backs in publicly-assisted units. 
Apartment vacancies in Winnipeg 
have remained near the six per cent 
level since the end of 1989 due to a 
combination of overbuilding in the 
late 1980s, weakened demand and a 
shift to homeownership. Low levels 
of new multiple unit construction will 
continue until 1995, allowing 
vacancy rates in Winnipeg to move 
downward into the four per cent 
range by 1994. = 


Key Provincial Indicators 
Manitoba 


1992 1993") 1994) | 

Real GDP (% Change) 1.0 2.0 3.0 
Employment (% Change) -2.0 0.4 1.4 
Unemployment Rate (%) 9.6 9.8 9.1 
Housing Starts (Units) 

Total 2310 2900 3850 

Singles 1683 2300 3100 

Multiples Oo, 600 750 
MLS Sales (Units) 11384 11700 12000 

82750 85250 | 


Average MLS Price (Dollars) — 


80684 


SOURCES: CMHC, The Canadian Real Estate Association and Statistics Canada. 
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PROVINCIAL HOUSING OUTLOOKS 


Saskatchewan 


by Paul Caton and Bruce McDonald 


Highlights 


m™ Saskatchewan economy to 
grow by 2.5 per cent in 1993 
and another 2.0 per cent in 
1994. 


@ New housing construction 
starts will increase by almost 
ten per cent in 1993. 

m The price of resale homes will 

increase in 1993 and 1994 

due to a shortage of the more 

popular house styles. 


Construction Activity 
Doubles in 1992 


Saskatchewan’s housing markets con- 
tinued to show signs of strength in the 
last quarter of 1992. New housing 
construction more than doubled from 
the previous year. Resale volumes 
were relatively high and the average 
price of resale homes in both Regina 
and Saskatoon continued to climb. 
Despite strong first-time home 
buying activity in 1992, vacancy rates 
in the province’s major rental markets 
in 1992 declined considerably in the 
autumn as a result of rural in- 
migration to these major centres and 
less outmigration to other provinces. 
Notwithstanding a dramatic drop in 
the number of vacant suites, a surplus 
of rental units remains and average 


rents have not increased for some 
years. 


1993-94 Outlook 


Primary industries 
begin recovery in 1993 


After posting a slight decline in 1992, 
the Saskatchewan economy will grow 
by 2.5 per cent in 1993 and a further 
2.0 per cent in 1994. Leading 
economic growth in 1993 and 1994 
will be a recovery in Saskatchewan’s 
primary industries. 

The 1992 performance was 
primarily a result of the agricultural 
sector experiencing its worst harvest 
in history. Extensive wet conditions 
delayed the harvest and reduced the 
quality of most grains. Although 
international grain prices are showing 
signs of recovering and normal har- 
vesting conditions will likely return 
in 1993 and 1994, farm incomes will 
remain relatively low in comparison 
to a decade ago and will continue to 
impact rural Saskatchewan. 

The mining industry in northern 
Saskatchewan will begin recovering 
modestly in 1993 and 1994 with an 
increase in world demand for most 
metals. Non-metal production in the 
southern half of the province, in 
particular potash, will increase 
rapidly in 1993 and moderately in 
1994. Although world demand for 
potash will only increase modestly 
over these two years, Saskatchewan 
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producers will benefit from potash 
mine closures in Europe. 

Over the past two years the provin- 
cial economy has benefited from the 
construction of large industrial 
projects. Now completed, the B1- 
Provincial heavy oil upgrader, Shand - 
Power Station, Saskferco fertilizer 
plant and Millar Western pulp mill 
will add significantly to manufactur- 
ing output in 1993. 

With increased primary and manu- 
facturing production, employment in - 
Saskatchewan will increase by 3000 
jobs a year in 1993 and 1994 after 
losing 9000 jobs in 1992. A large frac 
tion of the jobs losses in 1992 came 
from non-residential construction and 
a loss of part-time and casual 
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employment within the agricultural 
sector. 

Out-migration from Saskatche- 
wan will increase in 1993 and 1994 
as employment prospects in nearby 
provinces improve. Saskatchewan’s 
population will also become increas- 
ingly urbanized as rural households 
move to cities where there are more 
employment opportunities. 


Housing Markets Will 
Remain Buoyant 


Employment growth, consumer 
confidence and migration will be 
major factors influencing housing 
markets in 1993 and 1994. 

New housing construction starts 
will increase by almost ten per cent 


| to 2,050 units in 1993 and remain 


roughly at that same level in 1994. 
Regina will have the largest share of 
provincial starts in 1993 as a result of 
the Crown Life Insurance relocation 
to the city. Saskatoon will have the 
largest year-over-year increase in 
starts. Consumer confidence will 
return in Saskatoon because of a 
recovery in the mining sector and job 


creation relating to the relocation of 
Atomic Energy of Canada Limited 
research. Although urban starts 
activity will grow, rural activity will 
be hindered by population losses and 
weak agricultural income. 

Compared to recent years, sales 
activity in the resale market will be 
strong in 1993 and 1994 as consumer 
confidence improves. The level of 
sales over these two years, however, 
will be somewhat lower than in 1992. 
In that year, there was a release of 
pent-up demand shortly after the 
announcement of the First Home 
Loan Insurance Program. First Home 
Loan Insurance activity will slow 
down and sales volumes will stabilize 
at normal rates over the next two 
years. 

The number of houses listed for 
sale in Regina and Saskatoon was at 
historically low levels at the end of 
1992. Listings should begin increas- 
ing in 1993 and 1994 as potential 
move-up buyers list their homes in 
response to the shorter selling time 
frames and higher market prices that 
have occurred over the past year. 

The price of resale homes will con- 
tinue to increase in 1993 and 1994 
due to a shortage of the more popular 
house styles. The average price of 
resale homes will also be influenced 


by the composition of sales. Over 
these two years, a larger proportion 
of higher priced homes will be sold 
causing the average price to rise 
above 1992 levels. 

Vacancies in rental markets will 
trend upwards in 1993 as homeowner- 
ship becomes more attractive to 
renters. In-migration from rural areas 
to the cities will increase demand for 
rental accommodation, offsetting 
some of the surplus. 

Rental property owners will face 
the pressures of rising operating costs 
and limited opportunity for rental 
increases. However, lower mortgage 
interest rates will allow financial 
restructuring which will help allevi- 
ate some of these difficulties. m 


Key Provincial Indicators 


Saskatchewan | 
1992 1993") = 19947) | 
Real GDP (% Change) -0.6 Zo 2.0 
Employment (% Change) ees) 0.7 0.7 
Unemployment Rate (%) 8.2 18S, fia 
Housing Starts (Units) 
Total 1869 2050 2100 
Singles 1484 1650 1700 
Multiples 385 400 400 
MLS Sales (Units) 7829 7200 7000 
Average MLS Price (Dollars) 68406 70198 71568 


SOURCES: CMHC, The Canadian Real Estate Association and Statistics Canada. 
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PROVINCIAL HOUSING OUTLOOKS 


Alberta 


by Laurie Scott and David Peever 


part due to the penetration ofnew _ 
markets in the U.S. northeast. Gas 
prices too have risen. Revisions to thr 
structure of provincial government 
royalties are expected to result in a 

modest increase in exploration activ- 
ity. Rather than leading to significant’ 
employment gains, however, these | 
developments are instead expected _ 
merely to discourage further net job — 
losses in the energy sector. | 

Some improvement is anticipated 

in the level of non-residential invest- | 
ment spending. Increased natural gas’ 


in-migration, resulting in the lowest 
overall level of in-migration since 
1988. 

The ownership housing market 
thrived on the release of pent-up 
demand. The lowest mortgage rates 
in twenty-five years, an affordable 
housing stock, and government pro- 
grams such as the five per cent down- 
payment option, led to home sales 
well in excess of levels implied by 
household formation. 


Highlights 


m= Housing markets to be 
supported by strengthening 
economy 

@ Strong multi-family 

construction dominated by 

condominiums 


m Rental markets continue to 
face high vacancies 


New Construction 
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Strongest Since 1982 


Alberta builders had their best year of 
the past 11 in 1992. Housing starts 
totalled 18,573 units, an increase of 
49 per cent over 1991. The momen- 
tum which developed during the 
second and third quarters continued, 
with starts reaching 23,000 SAAR in 
the fourth quarter. Sales of existing 
houses established new records, in 
part because persistently high levels 
of listings meant lower price growth 
than expected in some segments of 
the market. 

The strength of the Alberta owner- 
ship housing market in 1992 was 
unusual in that it came against a back- 
drop of a weak economy. Continued 
layoffs in key sectors such as energy 
resulted in negative employment 
growth. Other indicators, such as 
retail sales, suggest that activity 
barely returned to 1991 levels. Nega- 
tive net interprovincial migration 
partially offset positive international 


1993-94 Outlook 


Brighter Economic 
Outlook for 1993 


After two sluggish years, the Alberta 
economy is poised to grow more 
rapidly. From an estimated 2.1 per 
cent in 1992, the provincial Gross 
Domestic Product (G.D.P.) is ex- 
pected to rise 2.8 per cent in 1993. 

Among the factors influencing the 
provincial economy, sustained low 
interest rates and the depreciation of 
the Canadian dollar are key. Low 
interest rates ease the burden of debt 
on firms and encourage consumers to 
spend. And given the importance to 
Alberta producers of products priced 
in U.S. dollars, principally in the 
energy and forestry sectors, the lower 
Canadian dollar represents a substan- 
tial benefit. 

For the first time in several years, 
the outlook for the energy sector has 
improved. Natural gas exports shat- 
tered all previous records in 1992, in 
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sales will lead to expansion of the 
pipeline system, benefiting the manu: 
facturing sector. Additions to pulp 
and paper production capacity 
totalling over $2.5 billion are plannec 
between 1993 and 1995. These 
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factors, as well as a sustained low 
dollar and interest rates, will support 
further G.D.P. growth of 3.8 per cent 
in 1994. 


Stable Residential 
Construction Expected 


Alberta builders began 1992 witha 
pool of pent-up demand, particularly 
in the starter market. Rising house 
prices, followed by a sharp spike in 
interest rates, undercut new home 
sales in mid-1990. In 1991 consum- 
ers were shaken by the recession and 
the introduction of the GST. By 1992, 
conditions were right for much of this 
pent-up demand to be realized. In 
1993, with demand for starter houses 
more closely tied to household forma- 
tion, the market for new homes will 
instead be supported by improved 
economic and employment growth. 


- Residential construction expenditures 
' will return to more sustainable levels. 


The focus of single-family home 
construction will shift in 1993 from 
the first time buyer to the "move-up", 
or second and subsequent purchaser. 
During 1992 most centres reported 


_ the strongest price growth in the 


starter market, giving sellers of these 
homes more equity. In addition, 


lower interest rates mean that the 
same mortgage payment will finance 
a more expensive house. 

While new homes will remain af- 
fordable in some areas, cost pressures 
on land and materials will reduce the 
share of single-family starter homes 
in the major centres. Medium-priced 
single-family houses will regain the 
share of the market lost to starter 
homes in 1992. 

Multi-family unit construction will 
remain firm, and will continue to fo- 
cus on condominium tenure. An 
aging population, and increasing 
acceptance of condominiums as suit- 
able for both the starter and "empty 
nest" markets will support multi- 
family construction. 


Resale Markets 
Supported by 
Affordability 


Sales volume in resale markets will 
continue at near the record pace of 
1992, sustained by continued lower 
interest rates and strong consumer 
demand. Despite a marginal decline, 
1993 sales will still be the second 
highest on record. After strong first- 
time buyer demand in 1992, move-up 
houses will again be the focus in 
1993. Limited price growth in recent 
years has ensured that medium- and 
higher-priced existing homes remain 


affordable. Low-priced houses will 
nevertheless remain popular. Average 
prices will grow by 4 per cent this 
year to $118,000 on a provincial ba- 
SiS. 

A component of the resale market 
with notable growth potential is the 
existing condominium. Resale condo- 
miniums are well placed to satisfy 
demand for starter homes, and would 
benefit from price increases in single 
family houses. With an ample supply 
of affordably-priced listings, and 
growing numbers eligible for NHA 
insurance, existing condominium 
sales are expected to increase in 1993 
and 1994. 


Little Improvement 
Seen for Rental Markets 


Rental markets across Alberta were 
negatively affected by the trend 
toward homeownership in 1992. In 
1993, with affordability remaining 
excellent and continued declines in 
the renter-age population, vacancy 
rates will remain at levels too high 
for rent increases to match inflation. 
Consequently the construction of 
new rental accommodation will be 
minimal in both 1993 and 1994. With 
slight increases in in-migration, and 
the normal pace of household forma- 
tion, vacancy rates are expected to 
peak by the spring of 1993, and 
decline gradually thereafter. m 


Key Provincial Indicators 
Alberta 


Average MLS Price (Dollars) 


(F) Forecast by CMHC. _ 


1992" 1993 wr994 | 
Real GDP (% Change) Ds Oy: 3.8 | 
Employment (% Change) -0.5 1.0 1.5 
Unemployment Rate (%) 05 ED) 9:1 
Housing Starts (Units) 
Total 18573 17600 19000 
Singles 14125 13500 14500 
Multiples 4448 4100 4500 
MLS Sales (Units) 38545 38000 39000 
wli3558 118000 —— 122000_ 
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PROVINCIAL HOUSING OUTLOOKS 


British 


Columbia 


by Helmut Pastrick 


m Housing reached new highs in 
1992 as record in-migration 
occurred. 


= Economic growth will pick up 
and migration will stay very 
high over the forecast period. 


m Housing will set new records 
in 1993 and 1994. 


Housing Records Fall 


The housing market turned in an im 
pressive performance in 1992. MLS 
sales shot up to well over 90,000 
units in 1992 which was the second 
straight record-breaking year and 
house prices reached new highs. 
Housing starts fell just short of break- 
ing the record set in 1981. Record 
migration levels to the province, 
twenty-five year low mortgage rates, 
and federal housing programs stimu- 
lated housing demand and negated 
the drag of a slow growing economy. 

The year ended on a mixed note 
however. Fourth quarter housing 
starts were very strong, particularly in 
the multiples sector, but MLS sales 
softened. Prices were up due mostly 
to November’s performance. The 
short-term MLS sales trend weakened 
due to the sharp run-up in mortgage 
rates during October. 

The condominium sector has 
grown very robustly. Record-level 
MLS sales were achieved in 


November. This sector benefitted 
from price-conscious buyers and 
from first-time buyer demand. The 
townhouse segment was very attrac- 
tive to family-oriented buyers since it 
presented an affordable alternative to 
the single-detached unit. Market con- 
ditions were tightest in the townhouse 
sector during the entire year. 

Constraints on new production 
continued in the second half. 
Availability of single-family lots was 
a problem in some parts of the 
Vancouver and Victoria metropolitan 
areas. For example, single-detached 
starts declined in Victoria last year 
and prices were well above the 
general inflation rate. 

Another constraint mentioned in 
previous reports was the availability 
of construction financing. This has so 
far proven not to be critical, witness 
the high volume of condominium 
starts in the second half. While obtain- 
ing financing 1s more difficult than 
before, alternative means and expand- 
ing sources have offset the tighter 
requirements of some lenders. 

The new housing market was 
under-supplied despite the near- 
record level of starts. House prices 
increased by more than five times the 
inflation rate. Completed and unsold 
inventory levels, particularly condo- 
miniums, were down by the end of 
the fourth quarter. High demand 
absorbed the available supply faster 
than inventory could be replenished. 
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The rental market tightened some- 
what in the fall. Vacancy rates were | 
below two per cent, however rent | 
increases were still very moderate. : 
In-migration, an improving labour 
market, and limited rental supply 
were the primary causes. 


1993-94 Outlook | 


Economic Recovery 
Strengthens | 
The much anticipated stronger | 
economic recovery will very likely 
occur in 1993 and 1994. The export 
sector is expected to benefit from a | 
lower currency and a stronger U.S. 
economy. Lumber and tourism will 
experience more activity as a result. 


Total Net Migration | 
Thousands of Persons | 
BRITISH COLUMBIA 


85 86 87 88 89 90 91 92 93 94 


WB actus 


SOURCE: Statistics Canada. | 
CMHC: Forecast. | 


| FORECAST 


Pulp, paper, and newsprint will be 
slower to recover due to the growing 
use of recycled paper and stiff exter- 
nal competition. Coal will continue 
to be a lacklustre sector given the 
competition from other suppliers. 
However, copper will probably be a 
brighter sector with a pickup in U.S. 
consumption. Since the B.C. econ- 
omy is fundamentally dependant on 
export demand, its vitality depends 
on the state of its trading partners and 
on its ability to compete globally. 

Investment spending, the other 
main economic catalyst, is expected 
to be more subdued than the export 
sector. Non-residential investment 
will be constrained by excess produc- 
tion capacity in the resources sector. 
Machinery and equipment spending 
will increase only modestly due 
mainly to environmental require- 
ments and new technology. Capital 
spending by government is being cur- 
tailed. Residential investment has 
been and will likely continue to be 
the bright spot. 

Another key element in B.C.’s eco- 
nomic forecast is high population 
growth. In addition to stimulating 
residential investment, consumer 
spending is positively affected. Popu- 
lation growth is projected to remain 
well above two per cent annually 
over the next two years. High in-mi- 
gration to the province is the main 
source of growth. Following a record 
year in 1992, migration is expected to 
ease lower in the next two years. 
Fewer interprovincial migrants are ex- 
pected due to the anticipated eco- 
nomic recovery in central Canada. 
International migration will remain 
up. On balance, net migration to B.C. 
is forecast to remain high, but decline 
from a record level. 


Housing Activity Up 
Housing starts, price increases, and 
housing sales are expected to rise at a 
more moderate pace in 1993 and 
1994. Lower migration and high 
prices will limit demand and offset 


the positive impact of higher employ- 
ment and incomes, particularly in 
1994. Another moderating factor will 
be the scheduled end of the 95 per 
cent financing and the RRSP tax with- 
drawal plans in early 1994 which 
may lead to a bunching-up of sales. 
Further, the up phase of the housing 
cycle — this one is almost two years 
old — typically makes smaller gains 
the longer it lasts. 

Housing construction in 1993 is 
forecast to break the record set in 
1981. Starts are forecast to be about 
44,000 units in each of the next two 
years. Construction will increase this 
year in response to last year’s under- 
supplied market. The multiples sector 
will continue to take a larger share of 
the new market due to a price advan- 
tage over single-detached homes and 
the limits on single-detached lot sup- 
ply. 

Condominium starts are expected 
to be at record levels. Deteriorating 
affordability due to the large price in- 
creases experienced last year is a ma- 
jor factor in the metropolitan areas. 
Lower mortgage rates have offset 
some of the negative effects of those 
price increases as have the federal 
government’s initiatives. A demand 
shift to the multiples sector has been 
a rational response by purchasers. 


Housing Starts 
Units Thousands (Qtrly) 
BRITISH COLUMBIA 


1992 1993 1994 


WM siNctes 


MULTIPLES 


SOURCE: CMHC. 


Housing prices are expected to go 
up over the forecast period. New 
housing price increases will likely 
outstrip existing housing price gains 
due to production constraints. This 
will shift some demand to the exist- 
ing market. Housing prices are fore- 
cast to rise by more than twice the 
inflation rate. The larger price rises 
will probably occur this year with 
some moderation in 1994 when new 
supply catches up with demand. 

The existing market, as measured 
by MLS, is forecast to have another 


Key Provincial Indicators 
British Columbia 


1992 1993) 1994) 

Real GDP (% Change) 2:3 BEO 4.2 
Employment (% Change) |e) 2.1 228 
Unemployment Rate (%) 10.4 10.0 OF. 
Housing Starts (Units) 

Total 40621 44400 45000 

Singles 21472 23500 23000 

Multiples 19149 20900 22000 
MLS Sales (Units) 93097 97000 100000 
Average MLS Price (Dollars) 190334 205000 = 219000 


(F) Forecast by CMHC. 


SOURCES: CMHC, The Canadian Real Estate Association and Statistics Canada. 
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record sales year in 1993. High migra- 
tion levels, favourable mortgage 
rates, and improving consumer confi- 
dence will propel sales to new 
heights. The middle and lower priced 
market should be the strongest seg- 
ment in 1993. In 1994, the move-up 
market will probably be more active. 

The rental market is forecast to 
remain adequately supplied in 1993, 
but in 1994 the vacancy rate could 
fall into the under-supplied area. 
Rental production is forecast to be at 
modest levels and some of the rental 
stock will be converted to condomin- 
ium use. Lower unemployment in 
1994 should result in more rental 
demand. The shift of some renters to 
the ownership market will continue, 
which will ease the availability of 
units. Rents will not likely shoot up 
during the forecast period, however, 
the market may face larger increases 
later. 
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Housing Starts 


Total 
(units and annual per cent change) 


1988 1989 1990 ee bo 1993) 1994() 
NFLD 3168 3536 3245 2836 MA 2400 2600 
% 18.1 11.6 -8.2 -12.6 -19.9 el 8.3 
BEL Lit 815 762 apis) 644 600 630 
% 23.4 -29.2 -6.5 -27.4 16.5 -6.8 5.0 
NS 5478 Say 5560 oes 4673 5000 5100 
% -15.2 -2.2 3.8 -7.0 -9.7 TAY 2.0 
NB 3621 3681 2683 2872 3310 3550 3900 
% -2.6 Less -27.1 7.0 \heyas) I 09 
QUE 58062 49058 48070 44654 38228 40200 44000 
% -21.7 15s) -2.0 -7.1 -14.4 Si OFS 
ONT 99924 93837, 62649 52794 S592 58200 67200 
% -5.0 -6.6 By 5) -15.7 O70 4.4 sas 
MAN 5455 4084 B29 1950 2310 2900 3850 
% -33.3 -25.1 -19.3 -40.9 Iss) YESED 32.8 
SASK 3856 1906 1417 998 1869 2050 2100 
% 2A? -50.6 ee, -29.6 87.3 All 2.4 
ALTA 11360 14712 227, 12492 18573 17600 19000 
% the) 29:5 IV -27.5 48.7 -5.2 8.0 
BE 30487 38894 36720 S875 40621 44400 45000 
% ue) gS -5.6 -13.2 27.4 93 1.4 
CAN 222562 ZIS382 181630 56197 168271 *177000 *193000 
% sD -3.2 = Ev -14.0 Tied) ee 2.0 


SOURCE: CMHC. 


(F) Forecast. 


* Total does not add due to rounding. 


NATIONAL HOUSING OUTLOOK — FIRST QUARTER 1993 29 


Housing Starts 


Singles 
(units and annual per cent change) 
1988 1989 1990 199] 1992 1993°) 1994(P) 
NFLD 2839 2932 2468 DBS 1611 1700 1900 
% 1222 3.3 B58 21335 2245 oh 11.8 
PEI 704 456 483 376 421 450 500 
% 0.7 B52 5.9 9) 12.0 6.9 11.1 
NS 3867 3361 3639 2604 3232 3500 3500 
% -6.1 Sieh 8.3 -28.4 24.1 8.3 0.0 
| NB 2953 2909 2137 2154 2391 2800 3100 
% aot eS -26.5 0.8 11.0 ileal 10.7 
QUE 27724 24493 24942 22531 18564 22500 24000 
% aes SiWheg 1.8 2) “7.6 AP) 6.7 
ONT 57099 53511 32425 26290 27868 34000 41000 
% =12et -6.3 -39.4 -18.9 6.0 22.0 20.6 
MAN 3601 2966 2847 1589 1683 2300 3100 
% OF) 17-6 -4.0 -44.2 5.9 36.7 34.8 
SASK 2246 1383 1087 775 1484 1650 1700 
% 22510 -38.4 2184 Jee 91.5 Lae? 3.0 
ALTA 9671 12345 13809 9778 14125 13500 14500 
% 1.9 27.6 11.9 -29.2 44.5 -4.4 7.4 
BC 17761 21612 18478 18335 21472 23500 23000 
% 8.6 DNF -14.5 -0.8 ia 9.4 Pi 
CAN 128465 125968 102315 86567 92851 *106000 *116000 
% -8.3 -1.9 -18.8 a154 7.3 14.2 9.4 
Multiples 
(units and annual per cent change) 
j 1988 1989 1990 199] 1992 1993(F) 1994(F) 
NFLD 329 604 (ae) 701 660 700 700 
% 116.4 83.6 28.6 -9.8 a5°8 6.1 0.0 
PEI 447 359 279 77 223 150 130 
% 91.0 ao? 203 -36.6 26.0 aS) eis 
NS 1611 1998 1921 2569 1441 1500 1600 
% aoe? 24.0 -3.9 33a -43.9 4.1 6.7 
NB 668 772 546 718 919 750 800 
% =12,0 15.6 -29.3 31.5 28.0 184 6.7 
QUE 30338 24565 23128 INS 19664 17700 20000 
% -29.0 -19.0 eor8 -43 ahiet -10.0 13.0 
ONT 42825 39826 30224 26504 27904 24200 26200 
% 6.3 -7.0 24.) =1253 5.3 aioe 8.3 
MAN 1854 1118 450 361 627 600 750 
% AT -39.7 -59.7 -19.8 We: 243 25.0 
SASK 1610 523 330 223 385 400 400 
% a1553 67-5 -36.9 a3 004 72.6 3.9 0.0 
ALTA 1689 2367 3418 2714 4448 4100 4500 
% 30.4 40.1 44.4 =20:6 63.9 -7.8 9.8 
BC 12726 17282 18242 13540 19149 20900 22000 
% ibe 35.8 5.6 25.8 41.4 9.1 53 
CAN 94097 89414 79315 69630 75420 *71000 *77000 
% aia 25,0 MAS 2120 8.3 -5.9 8.5 


SOURCE: CMHC. 
(F) Forecast. 


* Total does not add due to rounding. 
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Multiples, by Area and Tenure 


(units) 
Centres 10,000 Population and Over 
All 
Rental/Co-op Total Total Other Areas 
Private Assisted Rental Condo Other* 10,000+ Areas Total 
NFLD 
1992 78 38 116 0 448 564 96 660 
1993 50 100 150 0 450 600 100 700 
1994 100 40 140 0 500 640 60 700 
PEI 
1992 116 a6 169 0 0 169 54 223 
1993 70 40 110 0 0 110 40 150 
1994 70 25 95 0 0 95 35 130 
NS 
1992 728 60 788 0 527 1335 126 1441 
1993 825 103 928 2] 410 1365 135 1500 
1994 925 65 990 29 437 1456 144 1600 
NB 
1992 586 49 635 S11 67 is) 166 919 
1993 430 40 470 40 40 550 200 750 
1994 440 40 480 50 45 575 225 800 
QUE 
1992 6859 894 7753 4931 5263 17947 DT 19664 
1993 6500 500 7000 5000 4000 16000 1700 17700 
1994 8000 500 8500 5500 3500 17500 2500 20000 
ONT 
1992 2213 15667 17940 DTT 5410 Lol22 1782 27904 
1993 2300 10100 12400 4700 5600 22700 1500 24200 
1994 2800 10300 13100 5700 5750 24550 1650 26200 
MAN 
1992 170 132 302 136 32 470 ities 627 
1993 170 130 300 150 50 500 100 600 
1994 300 100 400 200 50 650 100 750 
SASK 
1992 24 81 105 14] 52 298 87 385 
1993 20 85 105 150 50 305 95 400 
1994 60 50 110 165 65 340 60 400 
ALTA 
1992 838 0 838 1778 1130 3746 102 4448 
1993 450 200 650 1800 1050 3500 600 4100 
1994 650 200 850 1800 1000 3650 850 4500 
BC 
1992 2832 647 3479 13218 1273 17970 1179 19149 
1993 2400 700 3100 15000 1400 19500 1400 20900 
1994 2600 700 3300 15225 1700 20225 |b fe: 22000 
CAN 
1992 14504 17621 SPAS) 23027 14202 69354 6066 75420 
1993 (ley) hs) 11998 25213 26867 13050 65130 5870 **71000 
1994 15945 12020 27965 28669 13047 69681 7399 **77000 


SOURCE: CMHC. 
1992 Actual, 1993-94 Forecast. 
* Includes homeowner and unclassified units. 


** Total does not add due to rounding. 
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Housing Starts 


Total New House Price Index* 
(annual per cent change) 


1988 1989 1990 1991 1992(F) = 1993(F) 1 994(F), 

ST. JOHN’S 2.3 5.4 3.6 AQ 0.8 ies 3.0 
HALIFAX aus 1.8 0.3 =0.2 1.0 2.0 25 
SAINT-JOHN 2.8 a6 1.4 0.9 1.0 1.0 1.5 
QUEBEC CITY 8.8 6.9 3.3 2.8 1.0 2.0 3.0 
MONTREAL 9.5 3.4 237 0.6 0.0 25 4.0 
OTTAWA 6.7 5.6 3.9 -0.4 0.1 0.9 2.0 
TORONTO 16.6 D4 =3n8 else -4.4 0.2 1.4 
HAMILTON DES 8.4 23 -5.9 237) Tei D8 
ST. CATHARINES 6.5 8.4 7.0 35 yy 0.8 al 
KITCHENER 9.0 10.3 250 -7.8 =3.0 Ie 2A 
LONDON Ta 9.7 57] 0.5 0.2 DAV 3.0 
WINDSOR 53 8.9 4.4 0.0 0.0 3.0 4.0 
SUDBURY- 

THUNDER BAY . 6.6 5.6 0.3 20:5 2.0 3 
WINNIPEG ie -0.4 1.9 “(2 -0.1 0.5 165 
REGINA 1.6 1.6 1.8 2.4 4.5 1.5 1.5 
SASKATOON 1.9 0.7 0.7 ens 0.5 1.0 1.0 
CALGARY a7 72 12.4 ea 0.5 4.0 3.0 
EDMONTON ol 88 15.9 22 0.9 3.5 3.4 
VANCOUVER 5 15.6 a7 54) 9.0 10.0 7.0 
VICTORIA 12 10.0 AAO eis 5.0 8.1 he 
CANADA 10.3 132 jes -6.9 0.0 25 3.0 


SOURCE: Statistics Canada. 

(E) Estimate by CMHC. 

(F) Forecast by CMHC. 

. Figures not available. 

* Includes both house and land components. 
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Total Residential Sales 


(units and annual per cent change) 


1988 1989 1990 1991 1992 1993(F) 1994(F) 
NFLD 2217 2040 1998 1892 1829 1900 2000 
% 16.3 -8.0 78 oye =3.3 3.9 5.3 
PEI 505 626 742 764 604 700 750 
% -0.4 24.0 18.5 3.0 -20.9 15.9 7.1 
NS 5734 5863 6072 5811 6769 6700 6500 
% -2.9 2.2 3.6 -4,3 16.5 21.0 -3.0 
NB 3518 3490 3316 3259 3550 3800 4100 
% 19.3 -0.8 -5.0 ALS 8.9 7.0 7.9 
QUE 30503 30618 28067 27981 31734 33000 34000 
% 2.0 0.4 ae 203 13.4 4.0 3.0 
ONT 160578 142914 102792 126143 131381 133000 139000 
% 19.5 41150 3 207 4.2 2 4.5 
MAN 11129 10375 9356 9521 11384 11700 12000 
% -10.0 -6.8 -9.8 1.8 19.6 2.8 2.6 
SASK 7301 6850 6405 6505 7829 7200 7000 
% Are) -6.2 -6.5 1.6 20.4 -8.0 2.8 
ALTA 30368 36249 33085 34360 38545 38000 39000 
% 9.9 19.4 Sty 3.9 122 -1.4 2.6 
BC 67460 83562 58027 84554 93097 97000 100000 
% 19.7 23.9 -30.6 45.7 10.1 4.2 Se 
CAN** 319313 322587 249860 300790 326722 *333000 *344000 
% 14.1 1.0 2225 20.4 8.6 1.9 3.3 
Average Residential Price 
(dollars and annual per cent change) 
1988 1989 1990 1991 1992 1993(") 1994(F) 
NFLD 76828 83284 88654 90823 91590 93500 96500 
% 4.6 8.4 6.4 2.4 0.8 om 32 
PEI 65464 74167 69284 71033 75570 76640 77400 
% 12 13.3 -6.6 2.5 6.4 1.4 1.0 
NS 79591 82328 84649 86462 88914 90100 91700 
% 0.9 3.4 2.8 2.1 2.8 1.3 1.8 
NB 72101 75848 77752 80897 82478 85074 87469 
% 6.6 5.2 2.5 4.0 2.0 3.1 2.8 
QUE 95367 100517 100811 102840 102549 106100 110300 
% 10.9 5.4 0.3 2.0 -0.3 3.5 4.0 
ONT 161270 184605 175859 173723 162827 162300 167700 
% 18.9 14.5 -4.7 Ap) -6.3 -0.3 3.3 
MAN 80427 82401 79961 80445 80684 82750 85250 
% 4.4 25 -3.0 0.6 0.3 2.6 3.0 
SASK 68355 70417 68963 67697 68406 70198 71568 
% 3.9 3.0 22 aie8 1.0 2.6 2.0 
ALTA 89554 98542 108675 111482 113558 118000 122000 
% 6.7 10.0 10.3 2.6 1.9 3.9 3.4 
BC 121040 151504 157616 168235 190334 205000 219000 
| % 18.8 250 4.0 6.7 13.1 Tey 6.8 
CAN** 131526 148776 143432 149757 150909 *156000 *164000 
% 18.1 13.1 -3.6 4.4 0.8 3.4 5.1 


SOURCE: The Canadian Real Estate Association. 


(F) Forecast by CMHC. 
* Total does not add due to rounding. 
** Excludes Yukon and Northwest Territories. 
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Vacancy Rate 


Apartment Structures of Three Units & Over 
Privately Initiated, by Metropolitan Area 


(per cent) 
1992 1993 1994 
*Number 
of Units APR OCT APR®). OCT“ a) (APRo) OCE™ 
CALGARY 48452 5 55 52 43 4.7 3.6 
CHICOUTIMI- 

JONQUIERE 8146 4.8 Tal 6.5 5.9 50 4.8 
EDMONTON 67869 318 4.0 4.2 3.4 3.8 2.9 
HALIFAX 29966 5.5 Sue) 6.3 6.0 5.9 5.6 
HAMILTON 43275 2.4 28 DRS 2.6 2.4 2.0 
KITCHENER 26471 AD 4.4 4.5 43 4.0 3.6 
LONDON 40053 4.1 3.4 3a 3.3 3.1 DE 
MONTREAL 456890 6.4 Te 6.6 “Ve 6.4 12 
OSHAWA 10871 4.4 6.1 qs 5 a5 8.0 
OTTAWA 62037 1.4 1.3 in) 1.4 1.6 12 
HULL 17981 4.2 BHF Bn 3.4 3.5 Bui 
QUEBEC CITY 69710 5.3 6.3 5.6 5.6 5.2 4.8 
REGINA 12623 5.3 3.6 4.8 4.4 4.4 4.0 
ST. CATHARINES- 

NIAGARA 16706 2.9 3.4 3.9 oD) 2.9 oy 
SAINT JOHN 7999 5.9 6.0 6.5 5.5 6.0 55 
ST. JOHN’S 4350 7.3 5.6 Tks 6.4 7.6 6.2 
SASKATOON 17673 7.6 4.4 4.5 4.0 4.0 4.0 
SHERBROOKE 23190 8.6 9.3 8.0 8.1 7.6 7.8 
SUDBURY 9890 on US a) 3.0 2.9 2.4 
THUNDER BAY 5332 pal 25 2.6 1.4 2.6 1.0 
TORONTO 295149 1.9 2) 25 2.9 Ds 2.4 
TROIS-RIVIERES 15535 7.9 7.0 6.6 518 6.8 6.5 
VANCOUVER 111862 2.8 1.6 20 ina i8 12 
VICTORIA 25087 2.6 15 2.0 2 1.4 1.0 
WINDSOR 14131 3.6 3.3 et Op) 2.4 1.5 
WINNIPEG 57279 5.9 6.1 5a 52 4.7 4.1 
CANADA** 1498527 4.4 4.8 4.6 4.6 4.4 4.3 


SOURCE: CMHC. 
(F) Forecast. 


* Total number of units in October 1992. 
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** Weighted average of Metropolitan areas surveyed. 


FIRST QUARTER 1993 


Housing Completions 


Total 
(units and annual per cent change) 


1988 1989 1990 1991 IEPs 19935 1994() 
NFLD 3220 3783 Smet oN) 2556 2186 2249 
% 132) I7 -17.3 29 -20.6 -14.5 Zo 

PEI ey Ba 683 1epe Sue) 685 TDD || 

% ae) -6.6 -26.3 Sou, -17.6 Lal [02 e 
NS 5795 4904 5477 4905 5485 5310 5407 
% -10.7 -15.3 Pied -10.4 Mas -3.2 1.8 
NB 3798 3383 2959 2858 3051 2300 2350 
% -3.7 -10.9 a2 55 -3.4 6.8 -24.6 Pigs 
QUE 65224 50855 52630 42720 42323 39100 41500 
% -5.4 -22.0 350) -18.8 -0.9 -7.6 6.1 
ONT 88727 99817 80562 59622 63134 57200 62600 
% 0.1 5S) -19.3 -26.0 Des, -9.4 9.4 
MAN 5621 6461 4028 PALTV 2190 2500 3350 
% -26.3 14.9 -37.7 -45.6 0.0 14.2 34.0 
SASK 4352 2743 Le 1241 1554 2000 1925 
% -22.8 -37.0 -42.6 -21.2 2-2 28s) -3.8 
ALTA 11201 12763 17467 EY) 16307 18063 18486 
% 20.0 og) 569 -25.8 25.5 10.8 igh 
BC 27603 BNW35 37655 29578 36050 43087 44530 
% 16.9 15.0 18.7 -21.5 Pes hese} Wes 33 
CAN 26532 VERSA 206163 160014 173245 *172000 *183000 
% -0.7 0.4 =5.2 -22.4 8.3 -0.7 6.4 


SOURCE: CMHC. 
(F) Forecast. 
* Total does not add due to rounding. 
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Singles 
(units and annual per cent change) 
1988 1989 1990 1991 1992 1993) 1994(F) | 
NFLD 2961 3217 2434 2402 1869 1556 1630 
% 17.5 8.6 -24.3 ai) 22? -16.7 4.8 
PEI 678 539 391 438 392 485 550 
% -6.9 -20.5 5 12.0 -10.5 23.7 13.4 
NS 3597 3274 3473 2739 3340 3321 3457 
% 21492 -9.0 6.1 it 21.9 -0.6 4.1 
NB 3111 2773 2332 2136 2244 1400 1500 
% 34 -10.9 -15.9 B54 Sal -37.6 fal 
QUE 28980 24456 27199 21190 19590 21000 22800 
% 28 -15.6 i2 S254) -7.6 72 8.6 
ONT 58072 54732 43130 27499 30193 30300 37500 
% 54 £518 ie -36.2 9.8 0.4 Dens 
MAN 3916 3263 3109 1810 1744 2000 2750 
% -20.6 -16.7 ay -41.8 -3.6 14.7 37.5 
SASK 2525 1523 ii 884 1278 1530 1590 
% -29.9 -39.7 227.0 -20.5 44.6 19.7 3.9 
ALTA 9586 10956 14699 9967 12873 14076 14366 
% i74 14.3 34.2 300 29.2 9.3 a 
BC 15785 18736 20111 16072 19835 22720 23578 
% 6.5 1837, 7.3 20.1 23.4 14.5 Br8 
CAN 129211 123469 117990 85137 93358 *98000 *110000 
% -3.0 -4.4 -4.4 78 9.7 5.0 2 
Multiples 
(units and annual per cent change) 
1988 1989 1990 1991 1992 1993") 1994(F) 
NFLD 259 566 693 817 687 630 619 
% “17.8 118.5 22.4 17.9 -15.9 -8.3 AY, 
PEI 315 388 292 284 203 200 205 
% 46.5 230 4A oe) 22855 = 1e5 2.5 
NS 2196 1630 2004 2166 2145 1989 1950 
% -4.4 225:8 22.9 8.1 =i 273 0) 
NB 687 610 627 Wad 807 900 850 
% AAG she D8 152 11.8 is -5.6 
QUE 36244 26399 25431 21530 22733 18100 18700 
% 57 5pD) E37 Sie 5.6 204 3.3 
ONT 30655 45085 37432 32123 32941 26900 25100 
% 7 47.1 217.0 14.0 2.5 -18.3 -6.7 
MAN 1705 3198 919 380 446 500 600 
% -36.7 87.6 ae 2587 17.4 12a 20.0 
SASK 1827 1220 463 357 276 470 335 
% -10.3 330 -62.0 2229 20087 70.3 87 
ALTA 1615 1807 2768 2992 3434 3987 4120 
% 38.5 11.9 53.2 8.1 14.8 16.1 3.3 
BC 11818 12999 17544 13506 16215 20367 20952 
% 34.4 10.0 35.0 230) 20.1 25.6 2.9 
CAN 87321 93902 88173 74877 79887 *74000 *73000 
% 3.1 7.5 -6.1 =i 6.7 7A 14 


SOURCE: CMHC. 


(F) Forecast. 


* Total does not add due to rounding. 
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Labour Markets 


Employment 


(annual per cent change) 


1988 1989 1990 1991 1992 1993) 1994(F) 
NFLD 5.4 4.1 0.0 Bie -4.4 -0.5 32 
PEI 3.4 1.4 iy -4.1 -0.2 1.5 i 
NS 4.6 1.9 1.6 eor0) =e) 1.4 1.5 
NB 3.2 1.6 is a] 1.1 2.0 2.0 
QUE 2.8 1.0 0.8 2 ls 1.6 2.0 
ONT 3.7 HES -0.3 -3.4 ibe 1.3 phe) 
MAN 0.3 0.8 ic5 23 -2.0 0.4 1.4 
SASK “05 hl 0.7 iyi =149 0.7 0.7 
ALTA 35 2.3 1.4 1.2 -0.5 1.0 1.5 
BC 4.0 ei) 2.4 1.4 1.9 ny, 2.8 
CAN 32 2.0 0.7 -1.8 -0.8 1.5 2F 
Unemployment Rate 
(per cent) 
1988 1989 1990 1991 1992 1993!) 1994(F) 
NFLD 16.4 15.8 let 18.4 20.2 20.4 19.9 
PEI 13.0 14.1 14.9 16.8 ene 17.0 16.4 
NS 10.2 9.9 10.5 12.0 13.1 12.8 12.4 
NB 12.0 12.5 12st 1g, 12.8 12.4 122 
QUE 9.4 9.3 10.1 11.9 128 127 12.4 
ONT 5.0 5M 6.3 9.6 10.8 Le 11.0 
MAN 7.8 15 72 8.8 9.6 9.8 9.1 
SASK 15 7.4 7.0 7.4 WW) 7.9 Tt 
ALTA 8.0 P) 7.0 PD 9.5 9.5 9.1 
BC 10.3 9.1 8.3 9.9 10.4 10.0 9.7 
CAN 78 15 8.1 10.3 1123 11.3 11.0 


SOURCE: Statistics Canada. 
(F) Forecast by CMHC. 
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Demographics 


Total Net Migration 
(number of persons) 


1988 1989 1990 1991 1992(©) 1993) 1994) 
NFLD -1952 -2314 -2943 -1463 -3000 -3200 -2000 
PEI 521 0 -767 -1436 400 725 500 
NS 1000 1606 973 2036 800 1200 1200 
NB Say) 118 161 -2476 -2145 -1800 -1500 
QUE 14366 21007 26068 31249 28300 31500 34500 
ONT 85969 84506 82005 RIOTS 114500 118500 120500 
MAN -5309 -5975 -4949 -4090 -4500 -3500 -3000 
SASK -14902 -17299 -14646 -8197 -6800 -8100 -8300 
ALTA 2867 13985 21806 18525 9000 11500 14500 
BC 44170 57485 67483 59568 72000 64000 56000 
CAN* 125471 L319 OM 185634 208555 210825 212400 


SOURCE: Statistics Canada. 


(E) Estimate by CMHC. 
(F) Forecast by CMHC. 
* Excludes Yukon and Northwest Territories. 
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Major Housing Indicators 


/ 
‘easonally adjusted at annual rates 
evels and quarterly per cent change) 


91:Q2 91:03 91:Q4 92-01 92:Q2 92:Q3 92:Q4 

New housing 
Building permits, units, thousands 17022 186.6 Lovee 177.4 168.0 166.5 

% 39.4 9.6 0.3 -5.3 -5.3 -0.9 
Housing starts, total, thousands 148 179 181 153 165 176 1s 
% 46.5 20.9 ileal -15.5 7.8 On -0.6 
Housing starts, singles, thousands 84 100 96 Te, 90 96 104 
| % 35:6 120 -4.0 -19.8 16.9 6.7 8.3 
Housing starts, multiples, thousands 64 79 85 76 US 80 71 
| % 36.2 23.4 7.6 -10.6 -1.3 6.7 -11.3 
Housing completions, total, thousands 149 LS 159 173 168 180 172 
| % -15.3 5.4 LS) 8.8 -2.9 Tel -4.4 
New house price index, 1986=100 1337 134.4 134.5 133.8 13359 134.5 
| % -0.7 OS 0.1 -0.6 0.1 0.5 
Existing housing 
| 
MLS resales, units, thousands 365.5 285.4 277.8 S310:2 SB) bal) 339.9 326.5 
| % 3352 =2.9 aed, Hele, 6.9 Ie -3.9 
MLS average resale price, $C thousands 154.1 148.2 147.2 146.5 150.3 1 S3e2 154.2 

% 4.6 -3.8 -0.7 -0.5 2.6 1.9 0.7 
Mortgage market 
Mortgages outstanding, $C billions 248.2 254.7 Pa Bol 266.6 PIA DOSY | 
| % 233 2.6 25 Bal 25 2.2 
Mortgage approvals, $C billions 74.6 170 68.9 80.5 68.0 199 
| % Sila oy -10.5 16.8 SSeS Has 
l-year mortgage rate, per cent* LOR25 O92 8.92 8.67 8.17 6.50 8.15 
5-year mortgage rate, per cent* [eS 11.42 10.18 10.00 O93 Sort 9.42 
Residential investment** 
Total, $1986 billions 30.5 2 ey 32.4 32.0 32:5 33.6 
| % 6.2 4.1 Digs -1.0 1.4 3.4 
New, $1986 billions Es 14.8 16.1 15.0 Ney | LE6 
| % -1.8 15.8 8.8 -7.1 0.9 35 
Alterations, $1986 billions 10.2 10.6 10.3 10.2 10.4 10.7 
| % 57 3.6 =2s) -1.0 2.0 Zn 
Transfer costs, $1986 billions TUS 6.3 6.0 6.9 7.0 Ie: 
—% 24.5 -15.4 -5.8 123 vr 4.7 
Deflator, 1986=100 136.0 132 134.3 135.8 135.9 a2 
—% Zao -0.6 -0.7 tel 0.1 1.0 


=URCES: CMHC, Statistics Canada, Bank of Canada, The Canadian Real Estate Association. 


. Figures not available. 


* All indicators are seasonally adjusted except 1- and 5-year mortgage rates. 


* Residential investment includes outlays for new permanent housing; conversion costs; the cost of alterations and improvements; supplementary costs; and transfer costs. 
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NATIONAL HOUSING OUTLOOK 


Harsh winter spreads 
weakness 


Activity fell substantially on 
rousing markets during the 
January-March period. Housing 
starts fell to 145,500 units ona 
seasonally adjusted annual rate 
pasis (SAAR), down 13.6 per cent 
rom a level of 168,500 units dur- 
ng the last quarter of 1992. On 
he existing market, sales through 
he Multiple Listing Service 
MLS)*, fell nearly a quarter to an 
-stimated level of 245,600 units 
yn a SAAR basis from the last 
juarter of 1992. 


| The level of activity was the 
owest since early 1991 for con- 
struction starts, and the lowest 


i 


since the end of 1990 for the 
-esale market. An unusually 
severe winter, the interest rate 
spikes at the end of 1992 and the 
itill subdued pace of the recovery 
vere the major factors behind the 
ower starts reported in all regions 
is well as for all major types of 
‘onstruction. 


_ Harsh winter conditions, with 
nore precipitation than normal, 
ind colder temperatures, contrib- 
ited to the depressed housing mar- 
‘et activity, especially in Central 
ind Atlantic Canada. These condi- 
ions idled construction sites and 
educed home-buyer shopping on 
he new and existing markets. 


Multiple Listing Service (MLS) is a registered 
certification mark owned by the Canadian Real 
| Estate Association. 


Mortgage interest rates dropped 
marginally during the quarter, but 
the temporary higher rates at the 
end of 1992 impacted housing 
markets adversely. The impact 
was large and immediate on the 
resale market, while it was more 
limited and delayed on the new 
construction market. 


— EEE 
Housing starts 
will rise 
2.3 per cent 
this year, to 
172,100 units. 


TO 


The consumer mood reflected 
the subdued pace of the recovery. 
The Conference Board of 
Canada’s Index of Consumer 
Attitudes improved in the first 
quarter but remained at low levels, 
as concerns about job and income 
security are still high. However, 
economic conditions improved 
during the quarter and, with time, 
this will positively influence 
consumer attitudes. 


At the same time, the govern- 
ment homeownership programs 
continued to support housing 
markets. In particular, participa- 
tion in CMHC’s First Home Loan 
Insurance (FHL]I) has continued at 
levels comparable with 1992. 


1993-94 Outlook 


The upward momentum of the 
economy in recent months has 
been confirmed by broad eco- 
nomic statistics. Most revealing 
has been the steady increase in em- 
ployment since last August. Dur- 
ing the first quarter of the year, 
employment was up 2.3 per cent at 
an annual rate from the last quar- 
ter of 1992. Exports continued to 
be the most dynamic sector of the 
economy, rising 17 per cent in the 
last year. 


The export drive should remain 
the main contributor to improved 
economic activity in the coming 
months due to steady growth in 
the U.S. economy, and the re- 
newed competitive position of 
domestic producers. The latter 
results from the lower dollar, and 
the strong productivity gains 


Housing Starts 
Units Thousands (Annually) 
CANADA 


1988 1989 1990 1991 19921993*1994"* 
“Forecast 
MULTIPLES 


MM sinctes 


SOURCE: CMHC. 
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Mortgage Rates 
Per cent 
Major Financial Institutions 


——=1YR “=== 5YR 


SOURCE: Bank of Canada Review. 
1993-94 CMHC forecast. 


achieved by many industrial 
sectors, as they have undergone 
fundamental restructuring during 
the last several years. 


Interest rates are expected to 
continue to provide a favourable 
environment for housing and the 
economy in general. The one-year 
mortgage rate is forecast to drop 
further from its 7.25 per cent at 
the end of the first quarter to a 
range of 6.5-7.0 per cent in the 
second half of the year and in 
1994. As for the five-year term, 
the forecast range is 8.25-8.5 per 
cent compared with 8.95 per cent 
at the end of the first quarter. This 
interest rate scenario rests on a 
similar profile for U.S. interest 
rates, a low inflation environment 
in Canada and a gradual recovery. 


The interest rate scenario is a 
central element of the forecast. It 
is also one that carries substantial 
risks as was evident last fall when 


a crisis of confidence in the dollar 
forced two spikes in interest rates 
with a damaging impact on hous- 
ing markets. 


Last fall’s episode has put into 
sharper focus the vulnerability of 
the Canadian economy to trends in 
international financial markets. At 
the same time, there have been 
rising concerns about the rapid 
deterioration of provincial fi- 
nances and the fast growing inter- 
national indebtedness of the 
country. This has resulted in a 
tighter stance in most government 
budgets tabled so far this year. 
While the measures selected, 
including tax increases, wage 
freezes and other spending 
restraints, may correct severe 
budget imbalances and pave the 
way for more healthy growth, 
there are short term costs in terms 
of restrained consumer income, 


confidence and spending decisions. 


Business confidence has im- 
proved significantly and invest- 
ment in machinery and equipment 
to modernize and improve effi- 
ciency is expected to continue at 
the strong level of the last several 
years. Construction, however, will 
be constrained by excess capacity 
in industrial, commercial and 
office buildings. 


While price and cost pressures 
are expected to be limited, this 
does not preclude sector specific 
problems as seen recently in the 
case of wood prices. From 
October to early March, lumber 
prices on commodity markets 
nearly doubled raising fears that 
housing costs would be severely 


2 NATIONAL HOUSING OUTLOOK — SECOND QUARTER 1993 


\ 
affected. Given the impact of ud 
ber on the prices of wood product) 
the share of wood costs in total | 
house construction costs, and the | 
status of market demand where it 


is difficult to operate on a cost 
pass-through basis, a maximum | 
rise of four per cent in house prices’ 
might have resulted. Spot prices re. 
treated substantially by mid-April . 
but are likely to remain volatile. 


j 


Given the external environment 
and the domestic policy setting, | 
the economy is expected to ex- 
pand by close to three per cent : 
this year and around four per cent | 
in 1994. Employment would in- | 
crease by 1.5-2.0 per cent in both : 
years leaving the unemployment — 
rate little changed from its current) 


level. 


Housing will recover | 
from first quarter lull | 


Housing starts are forecast to 
reach 172,100 units this year, up ) 
2.3 per cent from the 1992 level. 
Expectations for the year have 
been adversely affected by the 
poor performance of the first quar’ 
ter, due in part to a bad winter but 
also to continued consumer cau- 
tion. A gradual improvementis_ | 
anticipated in the second quarter, | 
with stronger levels during the sec 


ond half of the year. The factors 
underlying the upward trend in- 


clude a snap-back from the poor | 
winter months and continued | 
economic recovery. In 1994, as 
economic conditions improve 
further and the worst memories of 

| 


the last recession begin to fade 


jusing Starts and 

\sidential MLS Sales 
asonally adjusted at annual 
tes 

\its Thousands (Qtrly) 

inada 


0 


meeco 90. 91: 92°. 93 


mmm HOUSING STARTS masa’ ILS SALES 


JRCES: CMHC; The Canadian Real Estate Association. 


among consumers, construction 
starts are expected to rise more 
than ten per cent to 190,400 units. 


This update also reflects a shift- 
ing mix between starts of single- 
detached dwellings and multiple 
units for 1993. Single-detached 
construction should rise more 
slowly than earlier expected, up 
6.9 per cent to 99,300, due in part 
to the disappointing performance 
of the resale market at the begin- 
ning of the year. In 1994, with 
some maturing of the recovery, 
especially in Ontario, and more 
action from move-up buyers, 
single starts are expected to rise 
nearly 12 per cent to 110,800 
units. 


As for multiple unit construc- 
tion, it is still set to fall this year 
but less than anticipated earlier, to 
a level of 72,800 units. Multiple 


construction is held down by low 
privately initiated rental construc- 
tion and a significantly lower 
level of starts of provincially spon- 
sored social units in Ontario. Off- 
setting these trends, however, are 
strong demands for semi-detached 
dwellings, row houses and condo- 
minium units as cost conscious 
buyers value their affordability, 
especially in tight markets like 
British Columbia. Recent reduc- 
tions in the excess stock of unoc- 
cupied new multiple units have 
underscored this appeal. In 1994, 
starts of multiple units are forecast 
to rise 9.3 per cent to 79,600 units. 
This takes into consideration 
lower commitments for social 
housing units. 


Total residential sales through 
the MLS system are expected to 
drop 2.8 per cent to 318,600 units 
this year before rising by 4.8 per 
cent in 1994. Activity on the mar- 
ket fell substantially during the 
closing months of 1992, and has 
been recovering slowly during 
February and March. A gradual re- 
covery from current levels will not 
permit total activity to surpass the 
1992 level. Last year activity was 
supported by the homeownership 
programs. Although they remain 
popular, with participation compa- 
rable to last year’s level for 
CMHC’s FHLI, this will not be a 
basis for further growth of resale 
activity; furthermore, participation 
in the FHL] is gradually shifting 
toward the new market, as build- 
ers adapt their products to this 
new clientele, and as existing prod- 
ucts for first-time buyers were in 
strong demand last year. 
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The average resale price is 
expected to reach $157,900, up 
4.7 per cent from the 1992 level. 
This national average mainly 
reflects strong market conditions 
in British Columbia where the 
average is expected to jump by 
11.6 per cent. Excluding B.C., the 
average would be the same as in 
1992, with provincial details rang- 
ing from an increase of nearly 
four per cent in Alberta to a de- 
crease of about one per cent in 
Ontario. As the B.C. market cools 
and other markets firm up in 1994, 
the average increase should be 3.2 
per cent with B.C. prices up some- 
what more than the national 
average. 


ze 
Activity on 
resale market 
will not 


surpass the 
1992 level. 


i 

Regionally, Western provinces 
should show the best performance 
in 1993, with the exception of 
Alberta where starts are forecast 
to drop following an increase of 
almost 50 per cent last year. Starts 
levels are also expected to drop 
this year in Ontario, Nova Scotia 
and P.E.I. As the recovery matures 
in 1994, construction should rise 
in all provinces with some of the 
largest increases in Ontario and 
Quebec as their manufacturing 
sectors improve. & 


PROVINCIAL HOUSING OUTLOOKS 


Newfoundland 


Reduced housing costs arising 
from the lowest interest rates in 
30 years will be the major con- 
tributor to increased housing 

| demand in 1993. However, further 
job losses combined with uncer- 
tainty about the future of the 
northern cod stock, and its impact 
on fish processing operations, will 
moderate gains in provincial 
housing market activity this year. 
Although strength in urban centres 
will push housing starts to 2,400 
units in 1993, activity will remain 
at low levels. While single- 
detached starts remained de- 
pressed, demand from first-time 
buyers for homes with accessory 
apartments supported increased 
housing starts in early 1993. 
Unresolved issues surrounding 
public sector cutbacks served to 
dampen demand for existing 
homes during the first quarter of 
1993 with MLS sales falling 
approximately 15 per cent from a 
year earlier. Timing for resolution 
of public sector issues will deter- 
mine the extent of the recovery in 
economic conditions and housing 
demand. Cost advantages associ- 
ated with the purchase of an exist- 
ing home, compared to a newly 
constructed unit, and government 
incentives to homebuyers will 
boost total MLS sales 3.9 per cent 
to 1,900 units this year. The aver- 
age MLS house price is forecast to 
go up 2.6 per cent in 1993 
reflecting gains in the sale of 
higher priced homes. 


As overall economic conditions 
strengthen, associated employ- 
ment growth and improved con- 
sumer confidence will lead to 
further advances in housing 
demand in 1994. The recovery in 
housing markets will continue at a 
gradual pace with MLS sales fore- 
cast to increase 5.3 per cent to 
2,000 units next year. Reduced 
inventories and increased demand 
will support a 6.3 per cent in- 
crease in housing starts to 2,550 
units in 1994. 


_ Ee 
Western 
provinces 
Should show 
the best 
performance 
in 1993. 


Prince Edward Island 


Delays in signing a formal agree- 
ment to construct the bridge 
between New Brunswick and 
P.E.I. will have a negative effect 
on an economic and housing sec- 
tor recovery. Although employ- 
ment levels during the first quarter 
are the highest since 1990, unem- 
ployment rates remain high. The 
labour force has swelled to record 
highs for this time of the year. 
Expectations for employment 
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opportunities due to the bridge 
have been very positive. At this 
point, there are no other initia- | 
tives, or combinations of projects, 
which are capable of making a sig, 
nificant impact on the economy. 
Based on the experience of other | 
provinces in the region, the next , 
provincial budget is expected to | 
be anything but stimulative. 


Postponement of bridge con- | 


struction has led to a reduction in | 
the MLS sales forecast to 630 | 
| 
{ 


units for 1993 and 700 units in 
1994. This decrease in demand is ! 


expected to have a negative effect. 

: | 
on the average sale price, reducing 
the forecast to $76,000 for both 


1993 and 1994. Employment and 


income growth for the next two | 


years are tied to the bridge. Any | 
setback beyond the second quarter 
would result in a downward revi- | 


sion of the housing starts forecast. 


Housing Starts 

Units Thousands (Annually) | 

Atlantic Region : 
| 
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Nova Scotia 


The economic recovery in Nova 
Scotia has been almost impercepti- 
ble in the first quarter of 1993. A 
steady mixture of good and bad 
economic news is constraining 
confidence. Moreover, persist- 
ently high unemployment rates, 
and the potential for public serv- 
ice and defense cutbacks, repre- 
sent strong limiting factors for the 
1993 and 1994 economic and 
housing industry outlooks. None- 
theless, the economy is expected 
to follow the rest of Canada’s 
lead, and slowly build strength. 
Housing market activity will repre- 
sent one of the few relatively 
bright spots in the economy in 
1993 and 1994, spurred on by 
single and semi-detached house 
construction and sales. 


Despite a weak economy, the 
existence of favorable mortgage 
rates and financial housing pro- 
| grams will draw out many home 
buyers this year. These incentives 

will trigger a solid performance in 
the new and existing housing mar- 
Kets. Housing starts are expected 
to decrease slightly by 1.5 per 
cent in 1993 before returning to 
more historically normal levels in 
1994. The decrease in starts is at- 
tributable to a relatively large 
drop in apartment construction, a 
‘reaction to an oversupply of units. 
The sales of existing homes will 

continue at the high level estab- 

lished last year, but is not ex- 
pected to grow over the forecast 
‘period. 


New Brunswick 


Rising employment and expand- 
ing retail sales are leading to an 
improvement in consumer 
confidence in New Brunswick. 
Combined with continued low 
financing costs, the upturn in con- 
sumer attitudes will support an 
increase in demand for home- 
ownership this year. 


The resale market this spring 
will be buffeted by first-time 
homebuyers looking to take advan- 
tage of low house prices and an 
ample supply of homes for sale. It 
will not be until later this summer, 
as job security concerns recede, 
that move-up buyers will begin to 
re-enter the market in any num- 
bers. Total sales this year will 
increase by 250 units to reach the 
3,800 unit mark. A large inventory 
of homes on the market this year 
will keep price growth to a modest 
three per cent. 


Residential construction activ- 
ity will increase by seven per cent 
during 1993. Growth will be 
supported by an increase in the 
construction of single family 
dwellings. Pent-up demand from 
move-up buyers, which should sur- 
face in the early summer months 
will lead to the production of 
larger homes during the second 
half of the year. Rising vacancy 
rates in rental markets across the 
province will dampen the produc- 
tion of apartments and other multi- 
ple family units this year. Multiple 
starts which totaled 919 in 1992 
will, however, not slip below the 
750 mark this year. 


Housing Starts 
Units Thousands (Annually) 
Quebec and Ontario 
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Quebec 


Residential construction activity 
bottomed out during the first quar- 
ter with 30,000 housing starts (at a 
seasonally adjusted annual rate). 
Activity is expected to pick up, 
however, over the rest of 1993 and 
in 1994 with renewed consumer 
confidence and an upswing in the 
resale market. The recovery 
should be modest, however, with 
40,200 new units being forecast 
for 1993 and 43,600 for the fol- 
lowing year. In spite of low inter- 
est rates, a slack labour market, a 
large number of vacant units and a 
net migration rate below the level 
observed during the past few years 
will make this a limited recovery. 


Residential construction, still 
dominated by first-time buyers 
during the first quarter of this 
year, will change its focus over 
the next several months as 
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move-up buyers gradually return 
to the market. During the first 
quarter there was an increase in 
the demand for houses priced at 
$120,000 +. Detached house con- 
struction will benefit most from this 
shift in demand, with a forecasted 
18 per cent growth rate in starts for 
1993 and a ten per cent growth rate 
for 1994. Conversely, semi-de- 
tached and row houses, alternatives 
to detached houses in times of reces- 
sion, will prove less popular. The 
demand for condominiums will also 
shift gradually from first-time 
buyers to move-up buyers inter- 
ested in the intermediate and top-of- 
the-line models. A slight upturn of 
1.4 per cent is expected this year 
followed by stronger growth in the 
ten per cent range in 1994 as the 
surplus supply of vacant luxury 
units is absorbed. In the rental prod- 
uct, the record number of vacant 
units and the weak demand from 
the under 25 year old age group 
will mean reduced construction 
activity in 1993. According to the 
forecasts, the number of rental 
starts will fall by 9.7 per cent in 
1993, for a total of 7,000 units, and 
then surge by 21.4 per cent in 1994 
to 8,500 units. 


After a short setback in the first 
quarter, sales of existing units 
should pick up again to register a 
slight gain in 1993 and a 3.1 per 
cent increase the following year. 
A higher sales volume and the 
increasing visibility of move-up 
buyers will push the average MLS 
price up by 2.7 per cent in 1993 
and by four per cent the following 
year. 


Ontario 


Despite Ontario’s housing markets 
showing a disappointing weakness 
in the first quarter, 1993 starts 
should nearly match last year’s. 
Starts fell to 42,600 SAAR from 
1992’s total of 55,772 as govern- 
ment assisted rental and co-op 
starts plummeted. Privately initi- 
ated multiple home starts partially 
offset this decline and rose more 
than a fourth from last year’s first 
quarter. Condominium starts 
doubled. Shaky consumer confi- 
dence, harsh winter weather and a 
large selection of rental housing 
pushed down demand in existing 
homeownership markets. Season- 
ally adjusted MLS sales dropped 
in all ten of Ontario’s major metro- 
politan areas. Ontario’s seasonally 
adjusted average MLS price also 
inched down. 


Economics and demographics 
look favourable for future growth 
in housing demand. Employment 
has been rising since August 
1992. By March, recession rav- 
aged Ontario had recovered over 
one third of the 313,000 jobs lost 
during the economic downturn. 
Ontario’s index of consumer 
attitudes is up from the previous 
quarter, but it has not shown a 
significant resurgence yet. More 
than half of Canada’s record num- 
ber of immigrants last year came 
to Ontario. This resulted in the 
highest net Ontario migration 
level in several decades. Despite 
the fact that new arrivals tend to 
rent first and move into homeown- 
ership later, vacancies increased in 
most centres. Renters either 
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doubled up or took advantage of — 
government programs to stimulate: 
homeownership. 

___ 


Jobs, migration 
and affordable — 
carrying costs will 


| 


fuel next year’s 


housing markets. 

Single-detached home starts | 
should reach 32,000 this year and | 
increase another 23.4 per cent in | 
1994. Single starts will pick up in 
the second half of 1993, after the | 
resale market improves. Multiple | 
unit starts should fall to 23,100 
units in 1993 before moving up to: 
27,000 in 1994. Increases in con- | 
dominium unit starts, modestly 
priced semi-detached and row 
starts will partially offset signifi- 
cant reductions in assisted con- 
struction. Residential MLS sales 
suffered a weak 1993 beginning 
and will finish this year 4.1 per 
cent lower than last year. Sales 
next year should jump 7.9 per 
cent, fueled by the consumer conf. 
dence that will come with more 
jobs. The average MLS price will | 
be modestly lower this year, but it 
is expected to rise near the genera 
two per cent inflation rate next 
year as new listings decline and 
demand for homeownership 
rebounds. | 


‘Manitoba 


Despite an improved labour mar- 
ket, housing activity in Manitoba 
faltered in the first quarter. Total 
housing starts were down by 


31 per cent from the first three 
months of 1992 and sales of exist- 
ing homes were substantially 
lower as well. While province- 
wide unemployment in March was 
the second lowest in the country, 
recently announced job cuts in key 
transport industries have subdued 
consumer confidence. This year’s 
provincial budget will roll back 
the salaries of over 20 per cent of 
Manitoba’s work force, eroding 
total gains in disposable income. 
The overall outlook for the prov- 
ince’s economy remains positive, 
however, due to increased exports, 
stronger investment in manufac- 
turing, an improved service sector 
and more spending on non- 
residential construction. 


\using Starts 
lits Thousands (Annually) 
initoba and Saskatchewan 
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as, 89 90 91 92 93* 94* 
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= MANITOBA 
IRCE: CMHC. 


ummm SASKATCHEWAN 


New housing activity will also 
continue upwards this year, albeit 
at a more moderate pace than in 
1992. Total housing starts will in- 
crease by eight per cent to 2,500 
units this year, with a more vigor- 
ous recovery expected in 1994. 
Single-family starts will reach 
2,000 units this year and 2,500 in 
1994, as the economy gathers 
strength. Lower assisted activity 
and continued high vacancy rates 
will cause multiple starts to de- 
cline in 1993. Low rent increases 
and modest gains in condominium 
prices in Winnipeg will limit mul- 
tiple activity in 1994, although 
production should exceed 1992 
levels. Resale homes will continue 
to benefit most from the federal 
First Home Loan Insurance 
Program, with sales equalling last 
year’s strong performance. Fewer 
listings will help resale house 
prices increase by over one per 
cent for the first time since 1989. 
A stronger economy in 1994 will 
lift resales by two per cent, with 
prices advancing to $84,500. 


Saskatchewan 


Limited employment creation left 
the Saskatchewan economy with 
sputtering economic growth in the 
first quarter of 1993. Concern 
about the impact of the provincial 
budget dampened consumer expen- 
ditures in the first quarter. Eco- 
nomic growth will be stronger 
throughout the remainder of the 
year as many of Saskatchewan’s 
primary product exports increase 
and consumer spending returns. 
Employment growth, however, 
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will be weaker than it has been fol- 
lowing other economic recoveries. 


Saskatchewan’s housing mar- 
kets remain positive in spite of 
economic uncertainty. New home 
construction in Saskatchewan’s cit- 
ies during the first quarter is over 
20 per cent ahead of last year’s 
performance. New single family 
dwellings priced between 
$120,000 and $140,000 in Regina 
and Saskatoon are proving popu- 
lar. New styles of construction, 
such as luxury condominiums, are 
starting to appear in the prov- 
ince’s smaller centres. In the 
resale market, the inventory of list- 
ings is at its lowest level in five 
years. The sales trend of existing 
houses has been stable and re- 
mains above levels seen in 1990 
and 1991. The high sales rate rela- 
tive to the low number of listings 
has resulted in a surge in the aver- 
age sale price in most centres. The 
increase in the average sale price 
of existing houses and the 
stronger economy to come should 
encourage potential move-up 
households to list their homes for 
sale. 


Alberta 


Some housing markets weakened 
in the first quarter of 1993, primar- 
ily due to the rise in interest rates 
near the end of last year. Sales of 
existing homes were down 23 per 
cent while single-family starts 
declined over six per cent relative 
to the first quarter last year. In 
contrast, the growing appeal of 
condominiums to a wide range of 
potential purchasers, from 


Housing Starts 
Units Thousands (Annually) 
Alberta and British Columbia 
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first-time buyers through empty 
nesters, resulted in an 84 per cent 
increase in multiple starts in the 
first quarter. Overall, total starts 
rose nearly ten per cent. 


The expected improvement in 
the Alberta economy is beginning 
to materialize. One of the most 
encouraging signs is drilling activ- 
ity, which was up nearly fourfold 
in March compared to March 
1992. However, the improved per- 
formance of some key sectors of 
the provincial economy has not 
been sufficient to stem job losses, 
which totalled 8,000 in the first 
quarter of the year. While recent 
declines in interest rates will sup- 
port housing demand for the bal- 
ance of 1993, the weaker 
employment outlook means some- 
what softer housing markets than 
previously anticipated. Resale vol- 
umes, which were stimulated by 
pent-up demand in 1992, are ex- 
pected to decline nine per cent this 


year. Starts of single-family 
homes are expected to decline 13 
per cent this year, reflecting devel- 
opments on the resale market and, 
to some extent, higher costs and 
prices resulting from recent in- 
creases in the price of lumber. 
With the majority of home buyers 
emphasizing debt reduction, new 
condominiums will continue to be 
in high demand, providing an 
affordable, low-maintenance alter- 
native to single-family homes. 
The multiple-family market 
should post strong growth this 
year, with starts forecast to in- 
crease eight per cent to 4,800 
units. 


ee 
Record starts, 
sales and 
prices in 
B.C. 


British Columbia 


The housing market cooled over 
the winter months. MLS sales and 
single-family construction were 
affected by colder than usual 
weather. Sales were already on a 
downtrend following the sharp 
spike in rates last November. The 
cold weather pulled sales down 
further until March. Interestingly, 
the sales downturn did not lead to 
lower prices. The average B.C. 
MLS residential price rose 
throughout the quarter and new 
house prices stayed up. Condomin- 
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ium construction also bucked the 
overall trend. Completed, unsold 
house and condominium invento- 
ries edged down steadily. The 
housing recovery was diverted 
away from new heights in the first 


quarter, but this recovery still 
appears to be on track. 


Several factors will sustain this . 
recovery through 1994. The econ- 
omy is forecast to expand more 
vigorously despite the weaker first | 
quarter employment result. Migra- 
tion to B.C. is expected to remain | 
high, at well above historical lev- 
els, but will decline due to fewer 
migrants from Ontario. Mortgage 


rates, which have propelled this 
market upward for over two years, | 
are expected to stay low. The gov- 
ernment home purchase programs 
will continue to spur sales. If 

these programs end as scheduled _ 
in the first quarter 1994, sales will | 
be brought forward and bunch up. | 
Lot supply constraints in the sin- 
gle-family sector will likely con- 
tinue to hold back construction 

and push up prices. High prices 
will limit demand but affordability | 
should remain above the critical 
level. On balance, housing gains _ 


are expected to continue. | 


The shift to multiple-unit hous- | 
ing forms will grow. These higher — 
density, more affordable housing | 
units are a viable option in the 
high land cost areas of B.C. Con- 
dominium starts and sales are fore- 
cast to have the highest growth 
rates. Housing starts, sales, and 
prices are forecast to be at record 
levels over the next two years. # 


Total 


(units and annual per cent change) 


1988 1989 1990 sr 1992 1993) 1994(F) 
NFLD 3168 3536 3245 2836 2211 2400 2550 
% 18.1 11.6 -8.2 -12.6 -19.9 =| 6.3 
PEI 1s bos 815 762 329 644 600 630 
% 23.4 -29.2 -6.5 -27.4 16.5 -6.8 5.0 
NS 5478 D309 5560 73 4673 4600 4800 
% -15.2 -2.2 3.8 -7.0 -9.7 -1.6 4.3 
NB 3621 3681 2683 2872 3310 3550 3650 
% -2.6 7 -27.1 AO iss 7.3 2.8 
QUE 58062 49058 48070 44654 38228 40200 43600 
% ezl.7 -15.5 -2.0 eiel -14.4 a2 8.5 
ONT 99924 9333)7. 62649 52794 SO 55100 66500 
% -5.0 -6.6 -32.9 -15.7 5.6 -1.2 206i 
MAN 5455 4084 B20), 1950 ZnO 2500 3150 
% -33.3 P| -19.3 -40.9 18.5 8.2 26.0 
SASK 3856 1906 1417 998 1869 2050 2100 
% -21.2 -50.6 -25.7 -29.6 87.3 vidi 2.4 
ALTA 11360 14712 17227 12492 18573 17100 18400 
% 5 29D iPyfell -27.5 48.7 -7.9 7.6 
BC 30487 38894 36720 31875 40621 44000 45000 
% 56 27:6 -5.6 -13.2 27.4 8.3 oes 
CAN 222502 DM 40P2 181630 156197 168271 AMPA *190400 
% -9.5 -3.2 -15.7 -14.0 ed eee 10.6 


SOURCE: CMHC. 
(F) Forecast. 
* Total does not add due to rounding. 
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Housing Starts 


Singles 
(units and annual per cent change) 


1988 1989 1990 1991 1992 1993) 1994) 
NFLD 2839 2932 2468 2135 1611 1700 1900 
% 122 3.3 158 ates 2455 5.5 11.8 
PEI 704 456 483 376 421 450 500 
% 0.7 235.2 5.9 9) 12.0 6.9 ig We 
NS 3867 3361 3639 2604 3232 3500 3500 
% <6 e131 8.3 -28.4 24.1 8.3 0.0 
NB 2953 2909 2137 2154 2391 2800 3000 
% {0:1 15 65 0.8 11.0 gig ia 
QUE 27724 24493 24942 22531 18564 21900 24000 
% 1128 Sl lead a8 Ou PL 7.6 18.0 9.6 
ONT 57099 53511 32425 26290 27868 32000 39500 
% 5 On| -6.3 -39.4 -18.9 6.0 14.8 23.4 
MAN 3601 2966 2847 1589 1683 2000 2500 
% 959) 217.6 -4.0 -44.2 5.9 18.8 25.0 
SASK 2246 1383 1087 775 1484 1650 1700 
% 25.0 -38.4 24 | 91.5 i 3.0 
ALTA 9671 12345 13809 9778 14125 12300 13200 
% 1.9 27.6 11.9 -29.2 44.5 -12.9 7.3 
BC 17761 21612 18478 18335 21472 21000 21000 
% 8.6 aha) -14.5 -0.8 iA 2 0.0 
CAN 128465 125968 102315 86567 92851 *99300 *110800 
% -8.3 -1.9 218.8 15.4 7.3 6.9 11.6 
Multiples 
{units and annual per cent change) 
1988 1989 1990 1991 1992 1993) 1994) 
NFLD 329 604 Tg 701 660 700 650 
% 116.4 83.6 28.6 -9.8 -5.8 6.1 aT 
PEI 447 359 279 177 223 150 130 
% 91.0 a1 9a -22.3 -36.6 26.0 27 2133 
NS 1611 1998 1921 2569 1441 1100 1300 
% Bans 24.0 -3.9 33u7 -43.9 0307 18.2 
NB 668 172 546 718 919 750 650 
% 1220 15.6 -29.3 31.5 28.0 -18.4 13:3 
QUE 30338 24565 23128 22123 19664 18300 19600 
% -29.0 -19.0 oaES -43 tint -6.9 71 
ONT 42825 39826 30224 26504 27904 23100 27000 
% 6.3 -7.0 oA =H) 5.3 =f) 16.9 
MAN 1854 1118 450 361 627 500 650 
% eh) -39.7 -59.7 -19.8 73.7 -20.3 30.0 
SASK 1610 523 330 223 385 400 400 
% = es) -67.5 -36.9 -32.4 72.6 3.9 0.0 
ALTA 1689 2367 3418 2714 4448 4800 5200 
% 30.4 40.1 44.4 -20.6 63.9 7.9 8.3 
BC 12726 17282 18242 13540 19149 23000 24000 
% 1.1 35,8 5.6 -25.8 41.4 20.1 4.3 
CAN 94097 89414 79315 69630 75420 *72800 *79600 
| Si -5.0 =iiie3 2122 8.3 -3.5 9.3 


SOURCE: CMHC. 


(F) Forecast. 


* Total does not add due to rounding. 
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Total Residential Sales 


(units and annual per cent change) 


| 1988 1989 1990 1991 1992 1993(F) 19941) 
NFLD 2017 2040 1998 1892 1829 1900 2000 
% 16.3 -8.0 ayy | a8 -3.3 3.9 53 
PEI 505 626 742 764 604 630 700 
% -0.4 24.0 18.5 3.0 -20.9 4.3 bist 
NS 5734 5863 6072 5811 7061 6700 6500 
% -2.9 22 3.6 “Ag 21.5 A -3.0 
NB 3518 3490 3316 3259 3550 3800 4100 
% 19.3 -0.8 25,0 Ika 8.9 7.0 7.9 
QUE 30503 30618 28067 28005 31946 32000 33000 
% 2.0 0.4 83 -0.2 14.1 0.2 3.1 
ONT 160578 142914 102792 126143 131381 126000 136000 
% 19.5 =11.0 228 22:7 4.2 -4.1 7.9 
MAN 11129 10375 9356 9521 11383 11400 11650 
% -10.0 -6.8 -9.8 he 19.6 0.1 29 
SASK 7301 6850 6405 6505 7829 7200 7000 
% 273 aGE2 -6.5 1.6 20.4 -8.0 =2.8 
ALTA 30368 36249 33085 34360 38545 35000 36000 
% 9.9 19.4 sae) 3.9 lo QP 2.9 
BC 67460 83562 58027 84554 93564 94000 97000 
% 19.7 23.9 -30.6 45.7 10.7 0.5 32 
CAN** 319313 322587 249860 300814 327692 *318600 *334000 
% 14.1 1.0 GOS 20.4 8.9 -2.8 4.8 
Average Residential Price 
(doilars and annual per cent change) 
1988 1989 1990 1991 1992 1993) 1994) 
NFLD 76828 83284 88654 90823 91591 94000 97000 
% 4.6 8.4 6.4 2.4 0.8 2.6 30 
PEI 65464 74167 69284 71034 75570 76000 76000 
% 12 13.3 -6.6 Dis 6.4 0.6 0.0 
NS 79591 82328 84649 86462 89498 90100 91700 
% 0.9 3.4 2.8 2.1 38 0.7 1.8 
NB 72101 75848 T7152 80897 82478 85074 87469 
% 6.6 0) 25 4.0 2.0 Sis 28 
QUE 95367 100517 100811 102795 102311 105100 109300 
% 10.9 5.4 0.3 2.0 -0.5 P| 4.0 
ONT 161270 184605 175859 173723 162827 161000 164000 
% 18.9 14.5 “4-7, ie -6.3 Sl 1.9 
MAN 80427 82401 79961 80445 80686 82000 84500 
% 4.4 25 -3.0 0.6 0.3 1.6 3.0 
SASK 68355 70417 68963 67697 68406 70198 71568 
% 3.9 3.0 2a eis 1.0 2.6 2.0 
ALTA 89554 98542 108675 111482 113558 118000 122000 
% 6.7 10.0 10.3 2.6 1.9 3.9 3.4 
BC 121040 151504 157616 168235 189999 212000 221000 
% 18.8 PES) 4.0 6.7 12.9 11.6 4.2 
CAN** 131526 148776 143432 149749 150772 *157900 *163000 
% ew 13.1 -3.6 4.4 0.7 4.7 3.2 


SOURCE: The Canadian Real Estate Association. 
(F) Forecast by CMHC. 

* Total does not add due to rounding. 
** Excludes Yukon and Northwest Territories. 
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Major Housing Indicators 


Seasonally adjusted at annual rates 
(levels and quarterly per cent change) 


91:Q3 91:Q4 92:Q1 POV) 92:03 92:Q4 93:Q5 
New housing 
Building permits, units, thousands 186.9 183.8 178.4 167.8 165.5 164.6 
% 8.6 -1.7 -2.9 -5.9 -1.5 -0.4 
Housing starts, total, thousands 178 180 169 168 169 169 146 
% 16.4 0.8 -6.1 -0.4 0.4 -0.1 -13.6 
Housing starts, singles, thousands 100 95 85 92 92 100 74 
% 14.6 -4.2 -10.9 iis) 0.4 8.8 -25.7 
Housing starts, multiples, thousands 719 84 84 76 77 68 71 
% 18.7 73 -0.7 -8.8 0.4 -10.7 3.9 
Housing completions, total, thousands 156 159 169 173 eo 12 149 
% 133 1.5 6.6 2S pen -3.6 -13.3 
New house price index, 1986=100 134.5 134.3 13356 134.0 134.6 134.9 
% 0.5 -0.2 -0.4 0.2 0.4 0.2 
Existing housing 
MLS resales, units, thousands 285.7 278.1 S114 333.8 339.5 326.1 245.6 
% -21.7 -2.7 12.0 72 hey -3.9 -24.7 
MLS average resale price, $C thousands 148.2 147.1 146.2 15031 153.4 154.2 152.4 
% -4.0 -0.7 -0.6 2.9 22 0.5 -1.2 
Mortgage market 
Mortgages outstanding, $C billions 254.7 260.9 266.8 2133 279" 286.2 
% 2.6 2.4 253 2.4 Za 2 
Mortgage approvals, $C billions Tales 7031 83.2 73.6 85.6 90.8 
% 7 -9.5 18.7 elt 5 16.3 6.1 
1-year mortgage rate, per cent* 9192 8.92 8.67 8.17 6.50 8.15 7.5 
5-year mortgage rate, per cent* 11.42 10.18 10.00 9°93 8.71 9.42 9.32 
Residential investment** 
Total, $1986 billions Se) 32.4 3222 32.8 Soe cGy! 
% 4.1 Dal -0.4 Wed 2.8 0.0 
New, $1986 billions 14.8 16.1 el ioy 8) LS 16.0 
% 15.8 8.8 -5.9 i 2S 1.8 
Alterations, $1986 billions 10.6 10.3 10.2 10.4 10.6 LOW 
% 3.6 -2.5 -1.4 22 Daas 11 
Transfer costs, $1986 billions 6.3 6.0 6.9 7.0 7.4 6.9 
% -15.4 -5.8 16.0 1.9 4.3 -5.5 
Deflator, 1986=100 1352 134.3 136.0 136.2 jes Mey 
% -0.6 -0.7 1.3 0.1 0.7 0.4 


.. Figures not available. 


* All indicators are seasonally adjusted except 1- and 5-year mortgage rates. 


SOURCES: CMHC, Statistics Canada, Bank of Canada, The Canadian Real Estate Association. 


** Residential investment includes outlays for new permanent housing; conversion costs; the cost of alterations and improvements; supplementary costs; and transfer costs. 
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NATIONAL HOUSING OUTLOOK 


Executive 


Canada 

Although the new housing market 
will continue to improve in the sec- 
ond half, construction totals for 
1993 will not reach 1992 levels. 

The forecast of 156,300 new 
housing starts for 1993 is 7.1 per 
cent lower than the total for 1992. 
Both single-detached and multiple- 
unit construction will be affected by 
the slow-down. 

Starts on single-detached units 
will drop from 92,851 units in 1992 
to 86,400 units in 1993, largely as a 
result of curtailed consumer confi- 
dence and a scarcity of move-up 
buyers. However, first-time home 
buyers using federal home owner- 
ship programs will continue to 
stimulate the single-detached 
market. 

Multiple-unit starts will slide 
down to 69,900 in 1993, from 
75,420 in 1992. The reduction in 
social housing construction in 
Ontario will cause most of the 
decline. 

In 1993, low interest rates, more 
affordable prices and high levels of 
immigration will not be enough to 
give the housing market the boost it 
needs to reach 1992 levels. But 
1994 will see improved economic 
conditions and a more positive job 
outlook. Housing markets in 1994 
are also expected to benefit from 
the extension of the First Home 

Loan Insurance program. The 95 
‘per cent mortgage financing pro- 
gram will contribute to an improv- 
ing performance in both the new 
and resale markets. 

As aresult, new construction will 
rise above 1993 levels, with an ex- 
pected 170,400 housing starts. Both 
single-detached and multiple units 
will record higher start levels next 
‘year. 


Summary 


The resale market will exhibit the 
same general pattern, with a retreat 
in 1993 preceding an advance in 
1994. Total sales in 1993 will likely 
reach 310,200 units, an overall de- 
cline of 5.4 per cent compared to 
1992. Brighter economic prospects 
will then lift sales of existing 
houses by 5.2 per cent in 1994, to 
326,200 units. 

Regional pictures vary widely, 
from a 27-year housing-start low in 
Newfoundland, to record-breaking 
construction figures in British 
Columbia. 


 _ EEE 


Housing starts 
down to 156,300 
units in 1993 but 

will rebound to 
170,400 units in 

1994. 


a 


Newfoundland 

The current weakness of the New- 
foundland economy limits prospects 
for recovery in the housing market 
over the next year. 

Lower interest rates will not be 
enough to offset the impact of high 
unemployment and migration of 
residents out of the province. The 
slow economic growth is largely 
due to restrictions on the fishing 
industry and public sector restraints, 
although the Hibernia project is 
countering these factors to some 
degree. 

In 1993, housing starts will slip 
to a 27-year low, declining 3.1 per 
cent to 2,200 units. Despite a mod- 


est improvement in job prospects, 
total housing construction will re- 
main at this low level in 1994. An 
ongoing supply of affordable homes 
will support marginal gains in the re- 
sale market. 


Prince Edward Island 
Prince Edward Island’s housing 
market will end the year on a mixed 
note. Single-detached starts and 
resale transactions will rise in re- 
sponse to low mortgage rates, stable 
prices and government incentives. 
However, a large drop in apartment 
construction, including social hous- 
ing units, will restrain total housing 
starts to 550 units for 1993. 

In 1994 single-detached construc- 
tion will increase as Prince Edward 
Island feels the economic benefits 
generated by the new GST process- 
ing centre and the anticipated fixed 
link project. Work on the fixed link 
is expected to begin in the last quar- 
ter of 1993; 


Nova Scotia 

Housing starts will slide to 4,150 in 
1993 and then edge up to 4,200 
units in 1994, as Nova Scotia faces 
a slow economic recovery, modest 
job growth and migration out of the 
province. 

Starts on multiple units will be 
down 31 per cent, to about 1,000 
units in both 1993 and 1994 be- 
cause of high vacancy rates, weak- 
ening rental demand, cautious 
lenders and the large volume of 
units under construction at midyear. 

Starts on single-detached units 
will fall slightly this year and rise in 
1994. Meanwhile, the resale market 
will gradually fall back from its 
sales peak of 1992 now that the 
needs of many first-time buyers 
have been met. 
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New Brunswick 

Stable housing prices, attractive 
financing and more job opportuni- 
ties spell historic highs in 1993 and 
1994 for the province’s resale hous- 
ing market. Single starts will also 
rise, to 2,700 in 1993 and then to 
2,850 in 1994, as move-up buyers 
return to boost this segment of the 
housing industry. 

The only slow spot will be the 
multiple-unit market, which will 
feel the effect of reduced demand 
for rental accommodation until the 
end of next year. In general, the 
housing market mirrors the prov- 
ince’s economy which is perform- 
ing relatively well. 


Quebec 

In 1993, a weak job market and 
higher taxes will combine to pro- 
duce the lowest number of housing 
starts in this province since 1982. 

Attractive interest rates on their 
own are not enough to revive the 
move-up market. As a result, fewer 
starts on single-detached houses are 
forecast. Meanwhile, as renters 
become homeowners, they are leav- 
ing behind a surplus of rental units, 
causing a sharp drop in the construc- 
tion of new multiple units. 

In 1994, renewed consumer con- 
fidence and a more active resale 
market will boost demand for new 
housing, including move-up homes, 
so that single-detached starts will 
increase. A gradual decline in rental 
vacancy rates will also prompt more 
multiple-unit starts. The housing 
recovery will accompany economic 
growth of about three per cent and 
moderate improvements in employ- 
ment. 


Ontario 


Private sector housing will stage a 
modest comeback during the re- 
mainder of 1993 and throughout 
1994, propelled by a stronger em- 
ployment picture, migration to the 
province and low interest rates. 
Nevertheless, the slowdown in the 


first half of the year and a sharp 
drop in the number of multiple 
social-housing starts will cause the 
total number of housing starts for 
1993 to fall by 18.4 per cent. 

A recovering economy with em- 
ployment growth of about two per 
cent in 1993 and again in 1994, plus 
increased exports, business invest- 
ment and consumer spending will 
bring a turnaround during 1994. 
Private sector starts will increase by 
10,000 units. A similar jump in the 
resale market will also stimulate 
demand for new move-up homes. 


Manitoba 

New housing starts for 1993 will be 
only 100 units ahead of the record 
low in 1991. The combination of 
high unemployment and lack of 
growth in real income levels will 
make consumers more cautious in 
their buying habits. 

Single-detached starts will 
remain close to 1992 levels. Multi- 
ple unit construction will fall in 
response to cutbacks in social hous- 
ing and high vacancy rates in rental 
units. 

In 1994, housing starts will rise 
to 2,500 units on the strength of an 
improved job market, renewed con- 
sumer confidence and reduced mi- 
gration away from the province. 
Activity will also increase in the 
resale market. Overall, however, the 
province’s economy will perform 
below the national average in both 
1993 and 1994. 


Saskatchewan 
Housing starts in 1993 will reach 
their highest level since 1988, as 
many rural residents take advantage 
of lower interest rates to relocate to 
urban areas. This internal resettling 
offsets the effects of large scale 
migration out of the province. In 
addition, the resale market will 
again benefit from first-time buyers 
with 95 per cent financing. 

In 1994, the market for single- 
detached new houses in cities will 
be as strong as in 1993, while a 
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slight increase 1s expected in multi- 
ple-unit construction. The provin- 
cial economy is forecast to grow by 
two per cent in 1993 and three per 
cent in 1994, with the agricultural 
sector leading the way. 


Alberta 


Housing starts will drop nearly 10 
per cent in 1993, a reflection of a 
continuing scarcity of jobs and 
strong activity in the housing mar- 
ket last year. Since many consumers 
made the move to buy in 1992, 
there is less demand this year. 

Multiple-family unit construc- 
tion, particularly condominiums, 
will likely be higher because these 
units are more affordable than 
single-detached homes. Single- 
detached starts, however, will be 
lower. 

Marginal declines are expected 
in both the new construction and 
the resale market in 1994. Eco- 
nomic stimuli from the oil, gas, 
forestry and manufacturing sectors 
will be offset in part by provincial 
government spending cuts to reduce 
the provincial deficit. 


British Columbia 


Housing starts and resale activity 
are expected to remain high in both 
1993 and 1994, sustained by an im- 
proving economy, a high volume of 
migration to the province and attrac- 
tive mortgage rates. 

In this thriving environment, the 
main constraints are affordability 
and a shortage of developed land in 
major urban areas. Housing con- 
struction is expected to break the 
1981 record, with about 43,000 
starts in each of 1993 and 1994. 
The more affordable multiple units 
will again take the lion’s share of 
the new housing construction 
market. Housing prices will rise 
again in 1994, but more moderately 
than in 1993. Residential invest- 
ment continues to be one of the key - 
engines of growth in B.C.’s expand- 
ing economy. @ 
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by Gilles Proulx 


| Housing Markets 
Recover 

_ First-time buyers gave the flagging 
housing market a boost in the sec- 
ond quarter of 1993, enabling it to 
recover from a first-quarter low. 
CMHC’s popular First Home Loan 
Insurance program, which regis- 
tered its 110,000th participant by 
midyear, helped encourage the 
trend. 

Because of first-time-buyer 

| demand, the resale market and new 
» multiple-unit construction led the 

_ housing market recovery. The mar- 
ket for move-up buyers, however, 
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remained subdued, and sales of new 
single-detached homes and larger 
homes was slow. 

The overall increase in activity 
reflected a buyers’ market in most 
communities and a continuing 
decline in mortgage interest rates. 
The market is also feeling the 
effects of improved economic condi- 
tions since the middle of 1992. 

The increase in home ownership, 
coupled with unemployment, also 
contributed to reduced rental de- 
mand. By April 1993, the apartment 
vacancy rate in urban centres was 
4.7 per cent, down slightly from its 
high of 4.8 per cent in October 
1992, but still higher than the April 
1992 level of 4.4 per cent. Quebec 
is the only province that did not see 
its vacancy rate rise. 

The resale market recovered fully 
since the first quarter. Sales through 
the Multiple Listing Service (MLS)* 
reached an annual rate of 342,000 
units, up 37.4 per cent from 249,000 
in the first three months of the year. 
The average resale price also recov- 
ered from a small, first-quarter drop. 

The overall market for new hous- 
ing registered a slight improvement 
in the second quarter over the first 
three months of the year, but the 
market still hasn’t reached 1992 
levels of activity. Only four prov- 
inces Prince Edward Island, New 
Brunswick, Quebec and Saskatche- 
wan posted gains. New housing 
construction reached 153,500 units 


on a seasonally adjusted basis at an 
annual rate, up 5.5 per cent from 
145,500 units in the first quarter of 
1993. Multiple units drove the 
slight recovery in both urban 
centres and in small towns and 
rural areas. 


1993-94 Outlook 


Growth to be Steady 
but Slow 

Although Canada’s economy edged 
upwards in early 1993, the pace of 
recovery was slower than expected. 
The main reasons are restructuring 
in the private and public sectors and 
subdued consumer confidence. 

Consumers, faced with employ- 
ment uncertainties, provincial tax 
hikes and government spending 
cuts, have been cautious lately, as 
shown by the Index of Consumer 
Attitudes, published by the Confer- 
ence Board of Canada. The Index 
fell by the middle of 1993 to mid- 
1990 lows. 

Nevertheless, the economy will 
continue to expand, registering a 
growth in gross domestic product 
(GDP) of 2.6 per cent in 1993, anda 
stronger 3.2. per cent increase in 
1994, 


* 


Multiple Listing Service (MLS) is a registered 
certification mark owned by the Canadian Real 
Estate Association. 
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The domestic market will benefit 
from external and internal factors. 
A brighter economic picture in the 
United States will translate into sus- 
tained demand for Canadian exports 
and higher corporate profits that 
stimulate investment. In Canada, 
reduced personal debt and an in- 
crease in disposable income will 
fuel a gradual improvement of con- 
sumer confidence and spending. 

Interest rates will remain rela- 
tively low, despite a sudden rever- 
sal, in August 1993, of the general 
downward trend. This jump is ex- 
pected to be temporary and to have 
only a minor negative impact on 
housing markets. 

Overall, a moderate increase in 
interest rates is expected in 1994. 
This is in line with the forecast of a 
gradual increase in U.S. interest 
rates, beginning later in 1993. The 
one-year mortgage rate in 1994 is 
expected to reach 7 per cent, up half 
a percentage from the level in the 
second quarter of 1993. The five- 
year rate is expected to level off 
slightly below 9 per cent. These 
rates will still be among the lowest 
in the past 25 years, reflecting a 
soft economy and low inflation. 

On a regional basis, British 
Columbia’s rapidly-expanding popu- 
lation will contribute to increased 
demand for services and GDP 
growth rates in 1993 and 1994 of 
3.8 and 4 per cent, respectively, the 
highest of any Canadian province. 

In 1993, growth of GDP in 
Prince Edward Island, Quebec, 
Ontario and Alberta will likely be 
close to the national average ( 2.6 
per cent). Other provinces are ex- 
pected to grow by | to 2 per cent. 

By 1994, recovering manufactur- 
ing industries will boost Ontario’s 
performance to B.C. levels ( 4 per 
cent). Most of the other provinces 
will grow by 2.5 to 3.5 per cent. 
However, Newfoundland and Nova 
Scotia, continuing to reel from the 
effects of restrictions on the fishing 


industry, will only grow by 1.5 to 
2 per cent. 


Housing Market will be 
Lower in 1993 

Despite continuing improvements 
in thé housing market, activity in 
1993 will not reach 1992 levels. By 
1994, however, both housing starts 
and the resale market will be post- 
ing healthier gains. These changes 
will be supported by a gradually 
recovering economy, a more stable 
job outlook and affordable house 
prices. 

The forecast of 156,300 housing 
starts in 1993 is 7.1 per cent lower 
than the figure for 1992. Single- 
detached and multiple unit markets 
are affected equally by the low 
level of activity. 

The 1993 total breaks down into 
86,400 single-detached units (com- 
pared to 92,851 units in 1992) and 
69,900 multiple units (compared to 
75,420 units in 1992). The low 
level of single-unit construction is 
due mainly to consumer caution in 
the move-up market, while the 
decline in multiples is related to 
reduced social housing construction 
in Ontario. 

Provincially, only New Bruns- 
wick, Saskatchewan and British 
Columbia will record higher levels 
of construction in 1993; in the other 
seven provinces, activity will most 
likely be lower. The biggest drop 
will be in Ontario, mainly because 
fewer new social housing units are 
being built. Declines in Quebec and 
Manitoba are the result of the weak 
performance of key industries in 
these provinces. 

Cautious consumers are behind 
the anticipated decline in single 
starts. New construction of single- 
detached units, especially in 
Ontario, will be well below the 
highs of the late 1980s and also 
below the long-term trend of hous- 
ing demand. Other contributing 


4 NATIONAL HOUSING OUTLOOK — THIRD QUARTER 1993 


Mortgage Rates 
Per cent 
Major Financial Institutions 


=a 1 YR 


SOURCE: Bank of Canada Review. 
1993-94 CMHC forecast. 


factors to the decline in single- 
detached housing starts include: 


e ashortage of developed land and 
high prices in urban areas in 
British Columbia; and 


e a shortage of jobs in Quebec and 
Alberta, coupled with the surplus 
of new, unoccupied single- 
detached housing units in these 
provinces. 


The reduction in the level of so- 
cial housing construction in Ontario 
will cause most of the overall drop 
in multiple starts. Construction 
activity for other kinds of multiple 
housing will remain at 1992 levels. 
These include semi-detached units, 
row units, apartments and condo- 
miniums. British Columbia will 
contribute substantially to the con- 
dominium and row housing totals, 
with a provincial increase of nearly 
5,000 of these more affordable 
units. Condominium activity will 
result from a sharp reduction in the 
stock of unoccupied new condomin- 
ium units on the market, especially 
in Vancouver and Toronto. 


Steady Recovery of 
Housing Markets in 
1994 

In 1994, home construction will 
steadily recover and surpass 1992 
levels, with an expected 170,400 
starts. There will be 9.0 per cent 
more starts in single-unit and 
multiple-unit construction in 1994 
than in 1993. 

Recovering industries in the 
central provinces should kick-start 
economic activity in 1994, espe- 
cially in Quebec and Ontario. Over- 
all single-detached housing starts 
are expected to rise to 95,800 units, 
up 10.9 per cent. To the west, 
British Columbia and Alberta will 
post declines, while Saskatchewan 
and Manitoba will register small 
increases in new home construction. 


The overall level of new housing 


activity will remain the same in the 
Atlantic region as in 1993: higher in 
Prince Edward Island, marginally 
lower in Nova Scotia and New 
Brunswick, and unchanged in 


| Newfoundland. 


In 1994, multiple starts will rise 
6.9 per cent to 74,700 units as a 
result of stronger demand in 
Ontario and Quebec mainly for con- 
dominiums. Marginally higher activ- 


ity in the multiples market is also 
forecast for Manitoba, Saskatche- 
wan and British Columbia. 


The national vacancy rate is fore- 
cast to decrease gradually to 4.4 in 
1994. The progressive reduction 
will accompany increased demand 
for rental housing as the employ- 
ment situation improves. 


Resale Market will 


Improve in 1994 


On the resale market, total sales are 
expected to slide down to 310,200 
units in 1993. Only four provinces 


_ Newfoundland, Prince Edward 
Island, Nova Scotia and Quebec 
_will register moderate increases. In 


1994, resale activity should 


improve by 5.2 per cent, for a sales 
total of 326,200 units. These gains 
will reflect a gradual improvement 
of the economy, better job prospects 
and a housing market that remains 
affordable, especially with the 
extension of the First Home Loan 
Insurance program. 

The average resale price in 1993 
will reach $156,800, up 4.0 per cent 
from the 1992 level. British Colum- 
bia will fuel the increase with 
strong consumer demand that will 
push up resale prices in this prov- 
ince by 13.2 per cent. Except for 
Ontario, all provinces will post only 
moderate increases of 3.3 per cent 
or less. 

Resale prices will increase by 
another 3.0 per cent in most prov- 
inces in 1994, and resale volume 
will be higher. British Columbia 
price increases will lead the way 
again, this time with a moderated 
increase of 4.2 per cent. 

Prices for new houses will likely 
rise at a slower rate. Following a 
substantial degg4n 1991 and then a 
year of stag ation, new houses 
prices will inch up in 1993 by an 
average of 0.4 per cent. Local fig- 
ures will range from a decrease of 
3.7 per cent in Hamilton to an in- 
crease of 8 per cent in Vancouver. 
In 1994, the average new house 
price is expected to rise about 1.5 
per cent. Prices will rise in all major 
metropolitan areas, with the excep- 
tion of Toronto where they will 
remain close to 1993 levels. @ 
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Newfoundland 


by Mac Woodman and Brian Martin 


Highlights 


® Fishery restrains new 
construction 


# Marginal gains forecast for 
resale market 


Housing Markets 
Remain Weak 


The provincial housing market re- 
mained slow during the first half of 
1993, reflecting further job losses 
and persisting low levels of consumer 
confidence. Rural housing starts 
posted major declines during the sec- 
ond quarter, offsetting gains early in 
the year. Single-unit starts remained 
behind last year’s, falling 11.6 per 
cent. Despite the overall decline, mul- 
tiple-unit construction advanced 22.8 
per cent on the strength of continuing 
demand for affordably priced two- 
apartment homes. The average va- 
cancy rate in the province’s six 
largest urban centres rose to 8.4 per 
cent as vacancies increased, particu- 
larly in the larger rental properties. 
Concerns about job security and 
the troubled economy held off de- 
mand for existing homes. Gains in 
Central Newfoundland helped to off- 
set a drop of 9.8 per cent in MLS 
sales in the St. John’s region, in the 
first six months of 1993, compared to 
1992. Including the Central region of 
the province, provincial MLS sales 
declined 8.1 per cent in the first six 
months of 1993. The drop of 9.8 per 
cent in the St. John’s area included 
declines in five of the first six months 
of 1993. Reduced demand and the 
sale of lower priced homes to first- 


time buyers kept price growth low; 
the average price rose by less than 
1 per cent. 


1993-94 Outlook 


Uncertain Future for 
Fishery Tempers 
Economic Growth 

Despite substantial investment by the 
Hibernia project, the economy will 
expand by a modest 0.9 per cent in 
1993. Low growth is the offshoot of 
restrictions on the fishing industry 
and public sector restraints. Recent 
conservation measures implemented 
as a result of low fish stocks have 
tempered prospects for a more robust 
recovery in 1994. It now appears the 
economy will only grow by about 1.5 
per cent in 1994. 

Recent scientific research indi- 
cates that stocks of northern cod con- 
tinue to decline despite a ban on 
fishing this species that began in July 
1991. Since this cod stock will prob- 
ably not recover until the late 1990’s, 
it is unlikely the fishing ban will be 
lifted in the middle of 1994 as origi- 
nally planned. The poor state of other 
key groundfish stocks prompted the 
recent suspension of the cod and 
American Plaice fisheries along the 
south coast and led to substantial 
quota reductions in the west coast 
fishery. These actions will displace 
an estimated 5,000 workers in addi- 
tion to the 20,000 previously affected 
by the northern cod moratorium. 
While existing compensation pack- 
ages have been expanded to provide 
assistance until May 1994, there is 
uncertainty about future levels of 
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funding. Any reductionsin existing 
levels of compensation will have a 
negative impact on the economy and 
the housing market in 1994 and in 
subsequent years. 

Hibernia will continue to contrib- 
ute the most to economic growth 
over the forecast period. Total invest- | 
ment in the project surpassed the $1 | 
billion mark in early 1993; nearly 40 
per cent of the total has been spent | 
within the province. Work on the 
Gravity Base Structure (GBS) will 
boost the number of jobs at the Bull 
Arm construction site to 2,200 before — 
the end of the year. Project expendi- 
tures are forecast at $1 billion in | 
1993 and a further $700 million in | 
1994, | 

The outlook is mixed for other re- — 
source sectors. Tough international 
market conditions will limit growth 
in newsprint production in 1993 and | 
1994. Higher volumes of gold produc- 
tion at Hope Brook in 1993 and a | 
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marginal increase in demand for iron 
ore in 1994 will boost mining output 
over the forecast period. 

The steady income provided by 
the northern cod compensation pack- 
age plus replacement spending by 
consumers who’ ve had their belts 
tightly drawn for two years will 
stimulate retail trade in 1993. The 
outlook for retail trade in 1994 will 
depend to a large extent on income 
support for fishery workers. Service 
sector gains will be tempered by con- 
tinued fiscal restraint at all levels of 
government. Labour market perform- 
ance will lag behind economic 
growth, with employment forecast to 
fall 0.5 per cent in 1993. Job creation 
will remain modest in 1994 and the 


| unemployment rate will remain 
| above 19 per cent. Historical levels 
| of migration away from the province 


will continue in the remainder of 
1993 and throughout 1994. 


Employment Concerns 


Slow Housing Demand 


Underlying weakness in the econ- 


_ omy, highlighted by the uncertainty 
_ Surrounding the fishing industry, has 


moderated prospects for recovery in 
the housing market. Lower interest 
rates have not been able to offset the 


negative effect of concerns over job 
security and continued migration 
away from the province. These condi- 
tions will maintain residential con- 
struction at historical low levels. 
Demand for new homes will be weak- 
est in rural areas which have been hit 
the hardest by cutbacks in the fishing 
industry. An excess supply of skilled 
labour means continued fierce compe- 
tition from non-traditional builders. 

Following a major slow down last 
year, housing starts are forecast to de- 
cline a further 3.2 per cent this year, 
to 2,200 units, the lowest level in 27 
years. Despite a modest improvement 
in employment in 1994, total housing 
production will remain unchanged 
from 1993 levels. Single-detached 
starts are likely to decline to 1,500 
units this year before rising to 1,600 
units in 1994. Multiple-unit construc- 
tion, the exception to the general pic- 
ture for new housing, will rise to 700 
units in 1993. These units will con- 
tinue to be concentrated in affordably 
priced, two-apartment dwellings. 
High vacancies will slow rental con- 
struction next year. 

Low interest rates and access to 
affordable homeownership will con- 
tribute to marginal gains in the prov- 
ince’s resale market over the forecast 
period. However, household income 
and employment concerns will keep 
sales activity at low levels. With pub- 
lic sector cutback issues resolved, 
sales activity will increase in the sec- 
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Housing Starts (Units) 

Total 

Singles 

Multiples 
MLS Sales (Units) 
Average MLS Price (Dollars) 


91590 


ond half of 1993, offsetting declines 
in the earlier part of the year. 

In the St. John’s region, total MLS 
sales of 1,725 units in 1993 will 
match activity in 1992. In 1994, em- 
ployment growth and an abundant 
supply of affordable units will sup- 
port modest gains in activity, with to- 
tal MLS sales increasing marginally 
to 1,775 units. In central Newfound- 
land, MLS sales are forecast at 125 
units in each of 1993 and 1994. With 
supply exceeding demand and a high 
volume of sales to first-time buyers 
who prefer lower priced homes, price 
growth will be limited in 1993 and 
1994. The average provincial MLS 
house price 1s forecast to rise by 0.4 
per cent in 1993, to $92,000, and 
then rise a further 1.1 per cent in 
1994. 

Demand for larger rental projects 
in the St. John’s area will continue to 
be slack as affordable homes attract 
first-time buyers and there continues 
to be a good supply of single- 
detached units with basement apart- 
ments. The number of available 
rental units will decline, however, 
since the closing of a relatively large 
private apartment building will more 
than offset the addition of housing 
units for seniors. Vacancy rates 
should range between 5 and 7 per 
cent during the balance of 1993 and 
1994. Average rent increases will 
likely keep pace with, but not exceed, 
the rate of inflation. # 
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SOURCES: CMHC, The Canadian Real Estate Association; Statistics Canada and The Conference Board of 


Canada. 
(F) Forecast by CMHC. 
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PROVINCIAL HOUSING OUTLOOKS 


Prince Edward 


island 


by Ralph Freeze 


Highlights 


m= Economic growth slowed by 
provincial government 
restraint and fixed-link delays 


m Singles’ rise countered by 
rentals’ decline 


# Resale market mirrors 1992 
activity. 


Single-Detached Home 
Construction Rises 
Construction of single-detached 
homes in the second quarter reached 
180 units — the highest three-month 
total so far in the 1990s. However, 
this figure is still far below the peak 
of over 300 units in 1987. 

Single starts were evenly split 
between urban and rural, but it was 
rural areas that saw the most improve- 
ment, with a 27 per cent jump in new 
singles construction. The industry 
benefitted also from an increase in 
move-up buyers, many whom are 
seeking larger, more expensive struc- 
tures. Move-up demand would be 
even greater if not for the relatively 
slow pace of the resale market, mak- 
ing it hard for people to sell an exist- 
ing home and buy a new one. 

The improvement in the singles 
market is countered by the weakness 
in rentals. This is mainly due to a glut 
of apartments in Charlottetown and 
reductions in social housing budgets. 
At mid-year, new rental unit construc- 
tion had dropped by 60 per cent. Sum- 
merside is the only area with 
increasing demand for rentals. 


The resale market is showing little 
change from the first half of last year, 
with MLS sales and the average sales 
price virtually identical to those of 
1992. Economic conditions are pre- 
venting any significant movement in 
either prices or sales. 

Summerside, location of the new 
Goods and Services Tax processing 
centre, is becoming the most promis- 
ing location in P.E.I. In contrast, 
Charlottetown is losing ground be- 
cause of a decline in rental units, al- 
though single-detached construction 
is holding steady. 


1993-94 Outlook 


island Economy on Hold 
Only modest growth is forecast for 
P.E.I.’s economy over the next year- 
and-a-half, mainly because of delays 
to the fixed-link project. An earlier 
estimate put the 1993 growth rate at 
over 4 per cent, but this assumed 
bridge construction would be under- 
way in April of this year. With con- 
struction postponed to at least the last 
quarter of the year, the growth predic- 
tion is reduced to 2.5 per cent for 
1993 and 3.3 per cent for 1994. 
Consumer and business confi- 
dence are also tied to the Goods and 
Services processing centre being set 
up in Summerside, and this project is 
on schedule. The centre is due to start 
operating in October, adding $13 mil- 
lion annually in salaries to the Sum- 
merside area. This has stimulated all 
aspects of the housing industry and 
will contribute significantly to the 
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local economy well beyond the con- 
struction and start-up phase. 

Other main contributors to the 
Island’s economy are the potato and 
lobster industries. Potato acreage is 
down slightly across North America, 


- with lower yields and higher prices 


expected. This will be a welcome im- 
provement over last year when prices 
were low. Lobster prices have been 
strong throughout the spring and sum- 
mer. 
A real challenge to the economy is _ 
the ongoing provincial government 
restructuring. The government’s de- 
termination to reduce spending has | 
created job uncertainty for civil ser- 
vants throughout the province, par- 
ticularly in Charlottetown. Hospitals, 
school boards, and government de- 
partments have experienced employ- 
ment losses, and further cutbacks 
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could come if the provincial deficit 
rises higher than the current target 
level. Under these conditions, non- 
residential construction (other than 
the fixed link), will not increase over 
the next two years. 


Apartment Decline 


Pulls Down Total Starts 


Total housing starts are forecast to 
drop by 15 per cent to 550 units in 
1993, followed by an increase to 600 


units in 1994. The decline this year 1s 


due to reductions in apartment con- 
struction, including a cut in social 


housing units. Vacancy rates in Char- 
lottetown remain high, while pre- 
viously leased units in Summerside 
are now being opened to the private 
market. These factors will keep the 
lid on new apartment construction. 

Single-detached home construc- 
tion, on the other hand, will increase 
to 450 units in 1993 and 500 units in 
1994. Improvements in the economy 
of rural P.E.I. and the Summerside 
area will generate demand for hous- 
ing. Employment and income growth 
from these areas, however, will be 
partially offset by provincial govern- 
ment streamlining. 


Resale Market to Edge 
Up 

MLS sales are forecast to increase by 
5 per cent to 650 units this year and 


Key Provincial Indicators 
Prince Edward island 


Real GDP (% Change) 
Employment (% Change) 


Unemployment Rate (%) 


Housing Starts (Units) 
Total 
Singles 
Multiples 
MLS Sales (Units) 
Average MLS Price (Dollars) 


reach 700 units in 1994. Additional 
income from jobs at the GST centre 
and the fixed-link project will be the 
driving force behind the increased 
sales. The resulting improvement in 
consumer confidence will lead to a 
higher number of listings as potential 
move-up buyers put their present 
homes on the market. At the same 
time, low mortgage rates, govern- 
ment incentives, and stable prices 
will continue to attract first time 
home buyers. 

The economic and employment un- 
certainties which marked most of this 
year will keep average MLS prices at 
1992 levels. Upward pressure will be- 
gin in 1994, but a large number of 
homes on the market will keep aver- 
age price increases under 2 per cent.™ 


SOURCES: CMHC, The Canadian Real Estate Association; Statistics Canada and The Conference Board of 


Canada. 
(F) Forecast by CMHC. 
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PROVINCIAL HOUSING OUTLOOKS 


Nova Scotia 


by André Moore and Anne Traboulsee 


Highlights 


= Economic recovery slower 
than expected; restructuring 
limits employment growth. 


m Existing home sales to 
continue at record rate. 


@ Single starts to decrease 
slightly. 

® Rental market remains 
oversupplied, vacancy rate 

high. 


Total Starts Down at 
Mid-year 

Economic recovery has been slow off 
the ground in Nova Scotia, as wide- 
spread restructuring holds job growth 
in check. This has had its impact on 
the housing industry. 

The province’s new home starts 
fell 4.4 per cent to 1,513 in the first 
half of 1993, compared to 1,582 for 
the same period in 1992. The decline 
was mostly due to a stalled rental con- 
struction market. High vacancy rates 
in most parts of the province discour- 
aged construction. The trend was 
very apparent in Metro Halifax which 
had a vacancy rate of 7.1 per cent in 
April 1993, surpassing the 29-year 
high of 5.7 per cent in October 1992. 
Consequently, total multiple-unit 
starts in this city have dropped 76 per 
cent to 78 units from 326 units in 
1997. 

The good news was a 12.3 per 
cent increase in single- and semi- 
detached unit starts, softening the im- 
pact of the apartment market 
slowdown. Starts for single-detached 


and semi-detached dwellings reached 
1,395 units by mid-1993, compared 
to 1,242 units for the same period in 
1992. This activity was thanks in part 
to the federal First Home Loan Insur- 
ance program, low interest rates and 
stable contruction and land prices. 


1993-94 Outlook 


Recovery Slower than 
Expected 

Despite low interest rates and zero 1n- 
flation, the Nova Scotia economy has 
been slow to emerge from the reces- 
sion of the early 1990s. Economic 
growth will be limited to 1.5 per cent 
in 1993 and 1.9 per cent in 1994. 

Belt-tightening, reorganizations 
and layoffs in the private sector con- 
tinue to restrain consumer spending. 
Events this year included: 

e sharp declines in ground fish quo- 
tas and several fish plant closures; 
e talk of public sector cutbacks; and 
e downsizing at firms such as Cana- 
dian National Railways, Maritime 

Telephone and Telegraph, 

Michelin Tires Ltd., Nova Scotia 

Power Corporation and IMP Aero- 

space (Division of IMP Group 

etd: 

All this structural change will 
likely keep the lid on government 
and business spending for the rest of 
the year. Export sales and, to a lesser 
extent, consumer retail spending, 
show some buoyancy. They grew by 
2.3 per cent (January to March 1993) 
and 3.2 per cent (January to April 
1993) respectively. These improve- 
ments will contribute to a very grad- 
ual economic recovery. 
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Total employment in the province 
will decline 1 per cent in 1993, ow- 
ing to large job losses over the first 
five months of the year. As the econ- 
omy gains ground in 1994, the job 
scene will improve somewhat, with 
employment expected to grow by 1.1 
per cent. 

The slow pace of economic recov- 
ery in Nova Scotia will prompt peo- 
ple to leave the province. The net 
out-migration (after newcomers are 
subtracted from the number of those 
who leave) will be 300 people in 
1993 and 100 in 1994. This out- 
migration, coupled with only gradual 
improvements to the job market, will 
constrain the housing industry in 
1993 and 1994. 


Mixed Housing 
Performance Forecast 
The housing market will turn in a 
mixed performance in 1993 and 
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1994. Resales and semi-detached 


housing starts will post significant 


gains, but apartment construction will 
drop sharply, while single starts expe- 


- rience a modest decline. The overall 


forecast is 4,150 starts in 1993, fol- 


_ lowed by 4,200 starts in 1994. 


The demand for single-detached 


homes was strong during the first half 
_ of 1993 because of low mortgage 


rates and first-time buyer incentives. 
In addition, the demand from first- 
time buyers stimulated the move-up 
market. All this activity will taper 


_ off, however, when much of the 


demand from first-time buyers is sat- 
isfied by year’s end. This will particu- 


_ larly affect the market in new homes. 


Single-detached home starts are 
expected to decrease 2.5 per cent to 


3,150 units in 1993, but to recover by 
1.6 per cent to 3,200 units in 1994. 

The market for existing homes is 
more robust. In the first half of 1993, 
existing home sales jumped 38 per 
cent over the same period in 1992. 
This burst of activity was as the 
result of consumer demand that was 
pent up for the past 18 months and 
finally released. Sales are expected to 
continue at the record high level set 
last year, reaching 7,000 units in 
1993. The sales volume will taper off 
to 6,700 units in 1994, gradually re- 
turning to more historical levels as 
supply meets demand. 

Steady demand from first-time 
home buyers and projected low infla- 
tion rates over the next two years will 
help maintain relatively stable house 
prices. Price growth is forecast at or 
below the rate of inflation for 1993 
and 1994. The average sale price is 
forecast at $91,100 for 1993 and at 
$92,900 for 1994. 


Key Provincial Indicators 
Nova Scotia 


Real GDP (% Change) 
Employment (% Change) 


Unemployment Rate (%) 


Housing Starts (Units) 
Total 
Singles 
Multiples 
MLS Sales (Units) 
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Construction of multiples will de- 
cline 31 per cent during 1993 and 
1994 to 1,000 units. The drop will be 
due to a low level in rental starts 
caused by a number of factors — 
historically high vacancy rates, large 
inventories of units currently under 
construction, weakening rental 
demand, cautious lenders, and poor 
employment prospects resulting in 
net out-migration. The vacancy rate 
is particularly high in Metro Halifax 
because of weak rental demand and 
oversupply of newly built apart- 
ments. These pressures will push the 
Halifax vacancy rate to 7.2 per cent 
in October 1993 before it declines to 
6.9 per cent in April 1994. 

Another area of the multiples 
market — semi-detached units — is 
doing well however, as builders, with 
first-time buyers in mind, invest in 
this affordable type of housing. An 
increase in semi-detached starts will 
help offset the slowdown in apart- 
ment construction.# 


1993) 
-0.9 is 
27 -1.0 
13.1 14.0 


1994(P) 


4673 
3252 
1441 
7107 
89360 


4150 
3150 
1000 
7000 
91100 


SOURCES: CMHC, The Canadian Real Estate Association; Statistics Canada and The Conference Board of 


Canada. 
(F) Forecast by CMHC. 
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PROVINCIAL HOUSING OUTLOOKS 


New Brunswick 


by Bruce Read and Al Coady 


Highlights: 


Housing market strong in first 
six months of 1993. 


= Economic hopes rise with 
forecast increase in exports. 


= Housing markets to expand in 
1993 and 94. 


Strong Performance in 
Opening Months 
Strong employment growth and 
added affordability boosted activity 
in the housing market during the first 
half of 1993. Much of the activity 
was in rural areas and small towns 
and villages. 

Residential construction jumped 
ahead by more than one third com- 
pared to the same period in 1992. Sin- 
gle-detached construction rose by 43 
per cent in rural areas of the prov- 
ince, which experienced the largest 
gains. Apartment and other multiple- 
unit production was up by an even 
greater amount in small towns and 
villages, which had a record-setting 
231 starts. Only one major centre re- 
corded an increase in construction 
during the first six months of 1993. 
This was Moncton, with a mid-year 
total of 290 starts. 

Despite rising vacancy rates and 
limited rent increases, investors 
across the province continued to com- 
mit money to the rental market. At- 
tracted by favourable financing and 
good prices, builders almost doubled 
last year’s six-month construction to- 
tal of 293 rental units. The growing 
supply of rental units, continued 
popularity of the homeownership op- 


tion and unfavourable patterns of mi- 
gration away from the province will 
combine to keep the vacancy rate 
above the 7 per cent level, reached in 
the spring of 1993. 

Activity in the market for existing 
houses continued to expand as sales 
during the first half of 1993 increased 
by almost 6 per cent. Moncton led 
the way with a 15 per cent increase in 
the number of homes that changed 
hands. The Fredericton and Saint 
John markets held their own; mid- 
year sales volumes matched sales to- 
tals for June 1992. The small increase 
in prices during the first half of the 
year is explained by the absence of 
move-up buyers. A decline in the 
number of active listing coupled with 
an increase in sales is expected to 
push prices up further in the coming 
months. 


1993-94 Outlook 


Rising Exports Set the 
Stage 

The New Brunswick economy, once 
again, will outperform most of its pro- 
vincial counterparts in the east. The 
resource-based export economy will 
grow about 2 per cent in 1993 and 3 
per cent in 1994. Economic gains in 
New Brunswick will reflect the state 
of the economy south of the border 
over the forecast period, since the 
province ships almost two-thirds of 
the its exports to markets in the 
United States. 

Exports, which lost some ground 
during 1992, will return to 1990 vol- 
ume levels, or better, this year. 
Driven by increased activity in the 
mineral, fuels and wood products sec- 
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tors, first quarter exports improved 
by 25 per cent, compared to 1992. De- | 
liveries of pulp and paper products, 
which were down marginally inthe 
opening months, will firm up by 
1994 as international inventories are 
depleted. With manufacturing ship- 
ments up by 17 per cent during the 
first five months of 1993 and im- 
provements forecast for key export | 
markets, the broadly based recovery 
is likely to continue. | 

A 5 per cent increase in retail 
trade, which underscores the growing 
confidence of New Brunswick con- 
sumers, was driven by a rebound in 
motor vehicle sales. The upward 
trend will continue as job prospects 
continue to improve and wages and 
salaries rise, allowing consumers to | 
pay down debt and consolidate their 
financial position. 

Employment, which rose by 3,000 
in 1992, will increase by 5,000 in 
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each of 1993 and 1994. Job growth 
will be most pronounced in the indus- 
tries that meet personal, business and 
community needs. As well, the con- 
struction, manufacturing and trade 
sectors will also be important sources 
of new jobs during the next 18 
months. Ongoing restructuring in the 
government sector, however, will 
limit overall growth within the prov- 
ince. An increasing participation rate 
and an expanding labour force will 
keep the unemployment rate high. 
The 1992 unemployment rate of 
nearly 13 per cent will edge down to 
12.5 per cent in 1993 and 12.4 per 
cent in 1994. 


Housing Markets Will 
Expand 
A sense of cautious optimism among 
New Brunswick homebuyers has 
translated into increased activity in 
both the new and resale markets. Buy- 
ers who were sidelined by the reces- 
sion will continue to be lured back 
into the marketplace by improving 
job prospects, rising incomes and the 
availability of attractive financing. 
The resale market was slow to 
take off, but made up for lost time by 


surpassing the six-month total for 
1992 in the first five months of 1993. 
As the year progresses and consum- 
ers distance themselves from the re- 
cent recession, expansion will 
continue. First-time buyers, who 
were the primary source of demand 
early in the season, will increasingly 
be joined by move-up buyers. Encour- 
aged by recent gains in the job mar- 
ket, upgrading homeowners will be 
drawn back by the market’s stable 
prices. 

Sales are forecast to reach historic 
highs in both 1993 and 1994, with in- 
creased activity expected in most ar- 
eas of the province. Led by 
improvements in the Moncton mar- 
ket, where total sales are forecast to 
exceed 1000 units, sales for all areas 
will reach 3800 homes this year and 
4000 homes in 1994. 

Overall price growth has been re- 
strained by increased sales of starter 
homes and soft demand for larger 
houses. No additional price increases 
are expected until 1994. At that time, 
declining inventories of homes for 
sale and increased demand for larger, 
move-up homes will push prices 
higher. The average price of a resale 
home will reach $85,075 in 1993 and 
$87,400 in 1994 (up another 2.8 per 
cent). 

After an exceptional level of per- 
formance during the first six months 
of 1993, the pace of activity in the 
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new housing market will begin to 
ease. Aggressive building during the 
early months of the year satisfied 
pent-up demand for entry-level 
homes, and it is unlikely that move- 
up buyers will be numerous enough 
to sustain the high level of demand. 
Many individuals who might con- 
sider buying more expensive homes 
still have job security concerns and 
are reluctant to re-enter the housing 
market. Nevertheless, single- 
detached housing starts will reach 
2,700 units in 1993. As more move- 
up buyers return to the market in 
1994, single-detached starts will rise 
to 2,850 units. 

Fewer multiple-unit construction 
projects are anticipated in the fore- 
cast period because of the growing 
vacancy rate in existing rental build- 
ings. Many of the apartment build- 
ings scheduled for development this 
year are already underway, leaving 
few projects to be started before the 
end of the year. Changing demograph- 
ics and the lure of more affordable 
home ownership will continue to 
lower demand for rental accommoda- 
tion in the remainder of 1993 and in 
1994. Multiple-unit starts will total 
850 in 1993, and then drop to 650 in 
1994. m 
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SOURCES: CMHC, The Canadian Real Estate Association; Statistics Canada and The Conference Board of 


Canada. 
(F) Forecast by CMHC. 
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PROVINCIAL HOUSING OUTLOOKS 


Quebec 


by Jean-Francois Dion 


Highlights 


w Mild upturn during second 
quarter. 


= Employment growth on hold. 


= Residential construction to 
decline in 1993, post modest 
gains in 1994. 


Signs of Upturn in 
Second Quarter 

After five consecutive quarterly 
decreases, residential construction 
activity surged by 25 per cent in the 
second quarter with 37,600 starts at a 
seasonally adjusted annual rate. This 
upturn was not enough, however, to 
compensate for the shortfall which 
had accumulated since the beginning 
of the year. 

In absolute terms, total housing 
starts over the first half of the year 
were 17,345 units, a decline of 14 per 
cent compared to the same period last 
year. The decline was due to con- 
sumer uncertainty, hindering demand, 
and to a surplus of nearly 6,800 new 
unoccupied units, limiting the need 
for new construction. 

From January to June, the Quebec 
housing market was dominated by 
first-time buyers who took advantage 
of low interest rates, stable house 
prices and the federal homebuyer in- 
centive programs. Their demand 
spurred construction of 3,055 new af- 
fordable semi-detached and row 
house units. This was an increase of 
11 per cent over the first half of 1992. 
In addition, contractors built 3,047 
condominium units, 22 per cent more 
than for the same period last year. 
The condominium row house phe- 


. . ‘ . . . 2 
nomenon remained very strong in the ,“% The main barriers to job creation are 


Montréal metropolitan area where vir- 
tually one unit out of every two was 
row housing. However, the luxury 
condominium market was very soft 
due to low demand and to a large 
stock of new, but unoccupied, units. 

On the other end of the scale, the 
single-detached market, geared 
mostly to move-up buyers, registered 
only 8,360 starts from January to 
June 1993, 11 per cent less than dur- 
ing the same period last year. Despite 
attractive interest rates, the fragile re- 
covery and the slow resale market are 
holding move-up buyers back. The 
average new house price has re- 
mained practically unchanged since 
1992 at around $103,000. 

Meanwhile, the decline in rental 
construction, which began in 1988, 
continued in 1993. The slowdown is 
due to a high vacancy rate (6.3 per 
cent in April 1993) and investor and 
lender caution over rental projects. 
Moreover, with conditions conducive 
to homeownership, affordable owned 
accommodation is competing with 
rental. 

The resale market, which showed 
increases in April and May, lost mo- 
mentum in June. The first six months 
saw 19,326 MLS sales, almost the 
same number as that of the same pe- 
riod last year. The average MLS re- 
sale price also remained stable at 
$102,708. 


1993-94 Outlook 


Weak Job Recovery 

The modest economic recovery ex- 
pected this year and next will fail to 
produce an equivalent growth in jobs. 
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restructuring of private companies 
and the hiring freeze in the public sec- 
tor. 

In 1993, the economy will expand 
by 2.8 per cent, followed by an 
increase of 3.3 per cent in 1994. 
Employment growth will lag consid- 
erably behind. Only 20,000 jobs are 
expected to be created in 1993, a 0.7 
per cent growth rate, and 50,000 in 
1994. 

The recovery, fuelled by increases 
in exports, is having little effect on 
consumer confidence, largely be- 
cause of uncertainty over jobs. More- 
over, provisions in the last provincial 
budget will siphon off an additional 
billion dollars from taxpayers, which 
will likely hold back short-term con- 
sumption. 

The first real upturn in employ- 
ment will be in the export-oriented 
manufacturing sectors (automobile, 
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aluminum, pulp and paper). Once 
these sectors come to life, they will 
boost activity in the service sector. 

Despite the upturn in the job mar- 
ket, the unemployment rate will 
remain high. After two lean years, 
many people who dropped out of the 
job market will try their chances once 
again and will keep the unemploy- 
ment rate at 13.1 per cent in 1993 and 
12.9 per cent in 1994. 


Residential 

| Construction: Decline 
in 1993, Modest Upturn 
in 1994 
Housing starts will drop to 36,000 
units in 1993, a 5.8 per cent decline 
over 1992, and the lowest activity 
rate in a decade. Renewed growth is 
forecast for 1994 when 40,200 starts 
are expected, an increase of 11.7 per 
cent. 

In 1993, despite low interest rates, 
cautious consumers and the high sup- 
ply of vacant units will cause residen- 
tial construction to decline. By 1994, 
the employment market will have 
finally gathered enough momentum 
to recharge consumer confidence. 
This, in combination with low inter- 

| est rates, will stimulate residential 
construction activity. 

The low level of construction in 

| 1993 will manifest itself in a slow 
Quebec Vacancy Rate 

(3 units or more, privately 
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market for singles, since move-up 
buyers will not be very active. Only 
17,500 starts are expected, a decrease 
of 5.7 per cent compared to 1992. In 
1994, with renewed consumer confi- 
dence and a livelier resale market, 
this sector will grow to produce 
19,900 starts. 

The multi-unit sector will see a 
similar decline in 1993, followed by 
an upturn in 1994. Construction activ- 
ity for semi-detached and row houses 
will produce 6,200 starts in 1993, 18 
per cent more than last year. This sec- 
tor will have stable growth in 1994. 

In the condominium market, the 
upward trend that began in 1993 will 
continue in 1994 but at a slower 
pace. First-time buyers seeking 
affordable units will dominate the 
market in 1993, but in 1994 more 
move-up buyers will be lured to the 
luxury class. This new demand for 
luxury units, however, will not be 
enough to significantly reduce the 
large existing stock of new and 
vacant units in this market segment. 
A total of 5,700 condominiums will 
likely be built in 1993 and 6,300 in 
1994. 

Due to the surplus of vacant units 
on the rental market and the easy ac- 
cess to homeownership, rental con- 
struction will continue to backslide in 
1993. The forecast is for 4,900 rental 
starts, 37 per cent fewer this year. A 
gradual decrease in vacancy rates 
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will allow for the construction of 
5,200 units in 1994. After having 
peaked at 7.5 per cent in 1992, the va- 
cancy rate will shrink to 7.2 per cent 
in 1993 and to 6.5 per cent in 1994. 

As for the resale market, it will 
post modest gains this year, with total 
sales of 32,000, then achieve solid 
growth in 1994 with another 33,800 
MLS transactions. Price increases 
will be limited to 1.2 per cent in 
1993, but will exceed the inflation 
rate in 1994 to reach 3 per cent. The 
better price performance in 1994 will 
reflect tighter market conditions as 
well as greater market share of 
higher-priced units. # 
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PROVINCIAL HOUSING OUTLOOKS 


Ontario 


by Alex Medow 


Highlights: 


® First-time buyers respond to 
government incentives. 


@ Private sector home starts to 
rebound. 


B® Job recovery and 
demographics will boost 
housing demand. 


Low Consumer 
Confidence Slows 
Housing Markets 
Consumer caution, generated by a 
slow job market, led to lower than 
expected housing starts levels in the 
first half of 1993. Only 18,714 new 
units were built in this period, down 
31 per cent from 27,210 in the first 
half of 1992. 

The greatest multiple unit starts 
decline was in government-assisted 
rental, which plummeted from recent 
highs when non-profit and co-op 
construction scaled down. 

Condominiums and other multiple 
freehold starts were held back by 
oversupply and lower consumer 
demand. 

Privately initiated rental starts 
fared better than last year despite 
high vacancy rates. In relative terms, 
though, the number of private rental 
starts is small. 

Single-detached starts, which 
increase in times of active move-up 
purchasing, declined somewhat com- 
pared with the same period last year. 

The positive development in 
Ontario’s housing market this year 
has been the eagerness of first-time 
buyers brought about by more afford- 
able purchase prices. July saw a 15.6 


per cent increase in the year-to-date 
number of first-time home purchase 
loans insured by CMHC. This num- 
ber confirms first-time buyer 
strength. 

Three factors have contributed to 
affordability: lower prices, lower 
mortgage rates and government incen- 
tives. In most of the province’s major 
metropolitan areas, home prices 
peaked or at least moderated four 
years ago. Low mortgage rates have 
made mortgages accessible to a wider 
group of potential buyers. And obtain- 
ing a down payment became easier 
because of two federal programs and 
a provincial one. The federal pro- 
grams reduced the down payment 
required and allowed the use of 
RRSP funds for home purchases, 
while the Ontario Home Ownership 
Savings Plan encouraged people to 
save money for a home and provided 
a tax break on the land transfer tax. 

Affordable carrying costs are giv- 
ing resale markets a boost despite the 
general weak consumer confidence. 
Seasonally adjusted sales through the 
Multiple Listing Service (MLS), 
though weaker on a year-to-date 
basis, grew rapidly from their bottom 
in March and halted resale price 
declines. June’s MLS sales rate was 
higher or equal to the supply of new 
listings in nine of the province’s ten 
major metropolitan areas. 

Vacancy rates continued at histori- 
cally high levels. High unemploy- 
ment sent younger renters home or to 
double up. Other renters, lured by 
government programs, good prices 
and low borrowing costs, became 
homeowners. Ottawa, with relative 
job stability, had the lowest vacancy 
rate of Census Metropolitan Areas 
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(CMAs) in Ontario. Its rate held at 
1.8 per cent in April. Oshawa, 
affected by restructuring in the auto- 
motive sector, had the highest 
vacancy rate at 5.8 per cent. 


1993-94 Outlook 


Favourable 
Demographics and 
Recovering Economy 
Will Feed Housing 
Demand 

A slowly recovering economy in 
Ontario and an influx of people mov- 
ing into the province will stimulate 
the housing market over the next two 
years. Economic growth will be 
much less dramatic than after the 
1976 and 1981-82 downturns, but 
still significant. Net migration, which 
is already at the highest level in sev- 
eral decades, will rise moderately. 
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Housing Starts 


During the first half of 1993, 
Ontario’s economic recovery lost 
momentum. Employment grew rap- 
idly at the end of 1992, but see-sawed 
up and down during the first half of 
1993. The main causes of job uncer- 
tainty were the province’s social con- 
tract talks, poor corporate profits and 
business moves to rationalize opera- 
tions. A sign that business remains 
cautious is June’s seasonally adjusted 
Help Wanted Index which fell to the 
lowest level in over a year. Analysts 
expect Ontario manufacturing jobs to 
rise with an increase in manufactured 
exports to the US, but the rebound 
hasn’t happened yet. The current 
state of consumer confidence was 
reflected in the Conference Board 

of Canada’s second quarter 1993 
Ontario Index of Consumer Atti- 
tudes. It hit its lowest level since 
1981. 

For the rest of the year and for 
1994, economic growth is forecast, 
albeit at a slow rate. More competi- 
tive Ontario products, due to Canada’s 
lower dollar, will boost exports. 
Higher corporate profits along with 
lower interest rates will encourage 
business investment in machinery 
and equipment. On the other hand, 
consumer spending, one of the key 
ingredients in previous recoveries, 
will be more restrained this time 
around. Job growth will also be slow, 
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with an expected increase of 1.9 per 
cent this year and a further 2.2 per 
cent in 1994. High net migration lev- 
els will hamper the decline in unem- 
ployment levels. 

Output recovery is also expected 
to be slow with real GDP growing 
2.9 per cent this year and 3.8 per cent 
next year. 

Net migration to Ontario will rise 
to record high levels in the immedi- 
ate future. Ontario receives over half 
of Canada’s immigrants and gained 
an estimated net 117,268 people from 
abroad last year. Newcomers to Can- 
ada and refugees are, attracted to the 
province’s ethnic and social service 
networks. Anticipated refugee quota 
cuts will slow this immigration trend, 
but more migrants will arrive from 
the rest of Canada. As a result net 
migration will grow from 114,312 
last year to 119,000 in 1993 and 
122,500 next year. 


Private Sector Starts 
to Lead Housing 
Recovery 

Ontario’s private sector housing 
market will stage a modest comeback 
during the rest of the year and pick 
up even more in 1994. This will off- 
set declines in assisted housing starts 
and boost total 1994 starts to 55,500, 
a full 20 per cent increase over this 
year’s total. Assisted-housing stars, 
by contrast, are not expected to grow 
as fast. 

The turnaround in privately initi- 
ated construction will be attributable 
to anticipated job growth, low inter- 
est rates and federal home purchase 
incentives. Good borrowing rates will 
pump up demand, particularly from 
first-time buyers. Their willingness to 
spend will, in turn, stimulate the 
move-up market. In addition, high 
net migration to Ontario will boost 
the market as newcomers establish 
themselves and gain both the confi- 
dence and resources to purchase 
homes. Thanks to move-up purchas- 
ing, Ontario’s 1994 average resale 
price will rise slightly. New-house 
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prices will also post modest to moder- 
ate gains. 

For most of this year, the employ- 
ment picture in Ontario has been less 
than rosy, leaving its mark on the 
housing industry. Uneven job growth 
and high unemployment translated 
into consumer jitters leaving existing 
home sales and average MLS prices 
lower this year than last. This trend, 
combined with reduction in assisted 
housing construction, means that 
1993’s housing start total will likely 
be down by almost a fifth from last 
year’s. The reduction will be mostly 
in multiple-unit projects, expected to 
drop by almost a third from 1992 lev- 
els to 19,000. Single-unit starts are 
forecast to slide only slightly to 
26,500 units. However, 1994 prom- 
ises growth. Multiples will rise to 
22,500, while singles jump to 33,000. 
Existing home sales are anticipated to 
rise and the average MLS price is 
expected to rebound modestly. 

Vacancy rates will remain high in 
most of Ontario’s major cities 
through 1994. Rental demand will 
continue to be low. It will be affected 
by first-time buyer movement from 
rental to ownership, a trend towards 
sharing apartments and a decline in 


the youth population, which tends to 
rent. Rising net migration levels will 
partially counter these pressures, 
since many newcomers rent while 
becoming established and saving for 
a home. This year, Toronto’s vacancy 
rate will stay lower than in many 
other Ontario metropolitan areas 
because of the large numbers of im- 
migrants drawn to the city. Ottawa’s 
relative job stability will keep its 
vacancy rate the lowest of Ontario’s 
major metropolitan areas both this 
year and next. & 
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PROVINCIAL HOUSING OUTLOOKS 


Manitoba 


by Richard Goatcher and Terry Kozak 


Highlights: 


Low consumer confidence 
tempers housing activity in 
1993 


Gradual economic growth in 
1994 to boost industry slightly 


Modest price increases will 
accompany stronger housing 
activity 


Continued improvement for 
Winnipeg vacancy rates 


Housing Registers a 
Slow First Half 
Despite modest second quarter gains, 
sales up to June 1993 for both exist- 
ing and new homes were well below 
volume levels for the first half of 
1902: 

New housing activity was down 
by 10 per cent across the province. 


Modest second quarter improvement 
in single-detached construction failed 
to overcome a major slowdown in 
construction of multiple units. 

Residential resales improved 
slightly in the second quarter, but re- 
mained 7.6 per cent below 1992’s 
strong first half. Resale house prices 
have edged up in 1993, but the rate of 
increase is less than the rate of infla- 
tion. 

While vacancy rates for rental 
units decreased in Winnipeg and 
Brandon, weakened local economies 
produced higher vacancy rates in 
Thompson and Portage La Prairie. 


1993-94 Outlook 


Economic Recovery 
Slower Than 
Anticipated 

The low housing figures for the first 
half of 1993 stem from a weak job 
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market and the persistant, weak level 
of consumer confidence. Although 
the economy continued to expand 
from January to June, the recovery 
was weaker than expected. Growth in 
the labour force outpaced job crea- 
tion during the second quarter. Unem- 
ployment figures reached their 
highest post recession level since 
July 1992. Consumer confidence re- 
mains weak due to poor labour mar- 
ket conditions, particularly in 
Winnipeg. 

Economic growth in Manitoba 
typically lags behind the national av- 
erage, and this pattern will continue 
in both 1993 and 1994. Real income 
growth will be diminished in 1994 
due to a provincially legislated work- 
week reduction plan which reduced 
the disposable income of nearly 
100,000 public-sector employees — 
one-fifth of the province’s work force 
— by 4 per cent in 1993. 


ee 


‘Housing Starts 


Increased exports to the United 
States will help sustain the recovery 
in the province’s manufacturing sec- 
tor in both 1993 and 1994. Flooding 
and wet harvest conditions in the Red 
River Valley will temper anticipated 
gains in the agricultural sector this 
year, but agricultural output should 
improve in 1994. Declining non- 
residential construction figures will 
receive a boost from two projects, the 
new federally funded Disease Con- 
trol Laboratory in Winnipeg and up- 
grades to the copper smelter in Flin 
Flon. 

The economic outlook for 1994 is 
a mixture of good and bad news. In- 
creased investment in the pharmaceu- 
tical and telecommunications 
industries will make a strong contri- 
bution to recovery. Deregulation of 
the long-distance telephone industry, 
for instance, will lead to the creation 
of hundreds of new jobs in Winnipeg, 
which enjoys a strategic central loca- 
tion. 

On the other hand, restructuring in 
key sectors — including transporta- 
tion, finance services and utilities — 
will hamper the overall recovery. 
Weak metal prices continue to 
threaten employment in Northern 
Manitoba mining towns and the situ- 
ation is not expected to improve until 
the middle of 1994. Winnipeg could 
be adversely affected by the current 
financial problems of Canada’s two 
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major air carriers, since a large num- 
ber of airline employees are based in 
this central location. 


Consumer Uncertainty 
Hinders Recovery in 
Housing 
Slow economic recovery and continu- 
ing consumer uncertainty will re- 
strain housing demand and keep 
housing construction figures low dur- 
ing the second half of 1993. The posi- 
tive influence of falling interest rates 
and two federal incentive programs 
will be tempered by consumer reluc- 
tance to assume mortgage debt at a 
time when job prospects are poor and 
disposable income isn’t growing. The 
slow recovery will keep a lid on 
house price increases and limit equity 
growth for homeowners. This, in 
turn, will reduce demand for new 
homes in the move-up market. Mean- 
while, buyers will continue to favour 
moderately priced homes, most of 
which are found in the resale market. 

New housing starts for 1993 will 
be a marginal 100 units ahead of the 
record low in 1991. Single-detached 
starts will remain unchanged from 
1992 levels. Multiple-unit construc- 
tion will decline as a result of high va- 
cancy rates and cutbacks in social 
housing construction. 

In 1994, housing starts will rise to 
2,500 units on the strength of an im- 
proved job market, renewed con- 


Key Provincial Indicators 
Manitoba 


Real GDP (% Change) 
Employment (% Change) 


Unemployment Rate (%) 
Housing Starts (Units) 
Total 
Singles 


Multiples 
MLS Sales (Units) 
Average MLS Price (Dollars) 


Canada. 
(F) Forecast by CMHC. 


SOURCES: CMHC, The Canadian Real Estate Association; Statistics Canada and The Conference Board of 


Average Residential MLS Price 
% Change 
MANITOBA 


WM actuat 


SOURCES: The Canadian Real Estate Association. 
CMHC: Forecast. 


~ FORECAST 


sumer confidence and reduced migra- 
tion out of the province. 

Keeping pace with the drop in con- 
sumer confidence, Manitoba’s resale 
market in 1993 has lost the momen- 
tum it achieved in 1992. The total 
number of existing houses sold in the 
province’s four cities will fall by 5.6 
per cent in 1993. Modest price in- 
creases will result from the changing 
mix of units sold rather than im- 
proved market balance associated 
with stronger demand. The average 
resale price will rise by one per cent 
in 1993, to $81,500. 
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Continued low interest rates and a 
gradual improvement in consumer 
confidence will fuel a turnaround in 
sales of 2.3 per cent next year, with 
the average price climbing to 
$83,500. Despite favorable interest 
rates, rising prices in 1994 will 
reverse the trend toward improving 
homeownership affordability 
witnessed in recent years. 

Winnipeg’s condominium resale 
market remains buoyant in 1993. 
Affordable prices have attracted 
many first-time buyers, with strong 


demand for moderately priced units. 
While sales should continue to 
increase both this year and in 1994, 
the average price will remain rela- 
tively unchanged. 


Winnipeg Rental 
Market Approaching 
Balanced Position 

High vacancy rates in Winnipeg rent- 
al units, brought about by high levels 
of multiple-unit construction in the 
late 1980s, are starting to fall. The 


PROVINCIAL HOUSING OUTLOOKS 


Saskatchewan 


by Bruce McDonald and Paul Caton 


Highlights 


w Starts up 37 per cent in first 
half. 


m Agriculture output increases in 
1993. 


# More demand for multiples by 
seniors. 


Housing Starts Higher 
in First Half 


New-house construction was up more 
than 37 per cent in the second quarter 
of 1993 compared to the same time in 
1992. Second quarter building activ- 
ity was the highest seen since 1988. 

Most of the increase was due to 
new rental apartment and condomin- 
ium projects in the city of Saskatoon. 
These included a high-rise offering 
81 rental suites to low-income sen- 
iors and various life lease and condo- 
minium projects. 

Single-detached homes in move- 
up neighborhoods continued to be 
popular in the province’s two largest 
cities, although this market was a bit 


slower than during the same period 
last year. The demand for singles is 
strongest in Regina due to major com- 
pany relocations, which will be com- 
pleted in the autumn. 

Existing real estate is not moving 
as fast as it did during the first half of 
1992, but the average price trend is 
up almost 5 per cent. The number of 
new listings has not made up for the 
houses which were sold in 1992 
when the federal First Home Loan 
Insurance program was introduced. 

The rental market vacancy rate in 
Saskatchewan cities fell to 6.4 per 
cent in April 1993, from 7.1 per cent 
in April 1992, although it is higher 
now than in October 1992. The year- 
over-year improvement is attributed 
to fewer people leaving the province 
and more people coming to cities in 
the second half of 1992. Most urban 
centres in the province had about the 
same vacancy rate or experienced a 
decline in the rate compared to April 
1997) 
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Winnipeg vacancy rate has declined 
gradually, from a high of 6.6 in 1991 
to 5.7 per cent in April 1993. The 
decline has been moderated over the 
past year by the increased number of 
renters who opted for homeowner- 
ship. Reduced multiple-unit construc- 
tion and improved demand for rental 
units will push vacancy rates to the 5 
per cent level this Fall. The vacancy 
rate in the provincial capital should 
be 4.7 per cent by the spring of 
1994.5 


1993-94 Outlook —_| 


Agriculture Main Spur 

to Growth 
Average to above average crop yields | 
and increased prices for most grains 
will make agriculture a key factor in 
the province’s modest economic 
growth of 2 per cent in 1993. Manu- 
facturing output will also increase 
this year because of operation of the 
newly constructed Saskferco Fertil- 
izer Plant and the Lloydminster 
Heavy-Oil Upgrader. 

The forecast economic growth for 
1994 is 3 per cent. This will be due to 
steady growth in most sectors of the 
provincial economy, as well as an in- | 
crease in mining output, particularly | 
potash, because of recovery in export | 
markets. Transportation, which suf- 
fered in 1993 because of 1992’s poor 
crop, will benefit in 1994 as demand 
increases for Saskatchewan’s agricul- 
tural products. 

A restraint to economic growth in 
1993 and 1994, however, will be the 
impact of provincial government 


Se a See 


cutbacks. There will also be a large 
non-residential construction employ- 
ment loss due to the completion of 
large- scale projects over the past year. 
Nevertheless total provincial employ- 
ment will increase by 1,000 jobs in 
1993 and a further 1,000 in 1994. 

Leading employment growth will 
be a recovery in jobs in the agricul- 
ture, manufacturing, transportation 
and mining sectors. The unemploy- 
ment rate will be about 8.5 per cent 
in 1993 and fall to 8.3 per cent in 
1994, well below the projected na- 
tional average. Consumer spending, 
relatively sluggish in 1993 because of 
unease over the economy, will begin 
to improve in 1994 as consumers 
gain more confidence. 

Some of the dip in unemployment 
rates will be due to many residents 
leaving Saskatchewan, lured by im- 
proving prospects in other provinces. 
Large-scale out-migration is a drain 
on Saskatchewan’s economy, but it is 
offset by the movement of people 
from rural to urban areas of the prov- 
ince. This ongoing population redis- 
tribution will keep housing markets 
buoyant in many urban centres. 


Housing Starts Surge 
in 1993, Level Off in 


1994 


In 1993, Saskatchewan will experi- 
ence the highest number of new hous- 
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ing starts since 1988. Most of this de- 
mand will be due to low interest rates 
and continued optimism in the city of 
Regina. New housing forms, such as 
condominiums for the older, empty- 
nester households, are also giving the 
market a boost. 

Little change in the level of new 
housing activity is forecast for 1994. 
The number of single-detached units 
constructed in urban centres will be 
comparable to 1993 levels. Multiple 
construction may slow somewhat in 
Saskatoon, but there will be an in- 
crease in Regina and smaller cities as 
the popularity of condominiums 
spreads amongst the seniors’ popula- 
tion. Most of the 450 new multiples 
to be built in 1994 will be condomini- 
umis, as current rental rates will not 
support new rental construction. 

Prices of newly constructed homes 
will be higher in 1993 and 1994 in 
Regina and Saskatoon. This will be 
due to rising material costs in both 
centres and higher land prices in 
Saskatoon. 

First-time buyers will dominate 
the province’s resale market in 1993 
because of the availability of 95 per- 
cent financing and very low interest 
rates. Sales of higher priced homes 
will be lower this year due to concern 
about the economy among potential 
move-up buyers. In 1994, consumer 
confidence will likely rise and more 
move-up buyers will return to the 
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market. Although the sales volume of 
the resale market will remain stable 
in 1994, a scarcity of listings will per- 
sist. The result will be a steady in- 
crease in the average sale price in 
most Saskatchewan cities. 

People migrating to cities from ru- 
ral areas will continue to purchase 
homes, but many more will rent apart- 
ments. This trend will keep the va- 
cancy rate relatively low in urban 
centres during 1993 and 1994, de- 
spite an expected rise in out-migra- 
tion to other provinces.™ 
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PROVINCIAL HOUSING OUTLOOKS 


Alberta 


by Laurie Scott and David Peever 


Highlights 


@ Higher condominium starts 
partly offset decline in singles. 


w Alberta economy produces 
"jobless recovery". 


# Weak rental market to 
continue. 


New Construction in 
First Half on Par With 
1992 


Alberta housing markets turned in a 
mixed performance during the first 
half of 1993. A strong second quarter 
boosted year-to-date residential con- 
struction by 3 per cent over the first 
six months of 1992, to nearly 8,400 
units. Starts were sustained by vigor- 
ous multi-unit construction, which 
was 61 per cent higher than the first 
half of 1992. Single-unit starts fell 
nearly 10 per cent, as buyers turned 
to affordable condominiums. 
Residential resales declined more 
than 6 per cent during the first six 
months. The comparison with 1992 is 
somewhat overstated, however, 
because the 1992 resale market was 
buoyed up by two new federal incen- 


tive programs (the five per cent down- 


payment program for first-time 
buyers and the RRSP-funds-for- 
homeownership program). Resales 
during the first half of 1993 remained 
firm at nearly 19,000 units. 

According to CMHC’s April 1993 
Rental Market Survey, vacancy rates 
for rental units rose in half of the cen- 
tres surveyed, including both 


Edmonton and Calgary. The rental 
market has been undermined by weak 
economic growth, ebbing migration 
and the pronounced trend towards 
homeownership. 


1993-94 Outlook 


Economy Gives off 
Mixed Signals 

Optimism returned to the energy sec- 
tor during the first half of 1993. Firm 
natural gas prices, rising demand in 
export markets, provincial govern- 
ment exploration incentives and a 
weaker Canadian dollar spurred an 
upsurge in exploration activity. The 
manufacturing sector benefited from 
the solid performance of the energy 
sector and expansion in the forestry 
sector. Job prospects improved in 
rural areas. At head offices and at 
refineries, however, years of restruc- 
turing left companies wary of hiring 
new permanent staff. 

The stimulus to economic growth 
in 1993 and 1994 from these positive 
developments will be partly offset by 
the efforts of the provincial govern- 
ment to reduce its budget deficit. 
Recent oil price declines, which 
mean a drop in provincial govern- 
ment royalty revenues, have fueled 
fears of additional public-sector 
layoffs. 

Employment increases over the 
forecast period will remain modest 
because improved productivity in 
recent years means economic growth 
will not necessarily lead to job crea- 
tion. In turn, slow employment 
growth will discourage migration to 
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the province, resulting in only mar- 
ginal labour force expansion. The 
Alberta unemployment rate will 
remain in the area of 9.5 per cent 
throughout 1994. 


Residential 
Construction to be 
Slower 
Housing starts in 1993 will decline 
nearly 10 per cent from the inflated 
levels of 1992. The drop stems from 
the decline in job opportunities, 
which caused fewer people to mi- 
grate to the province. In addition, 
many consumers made the move to 
buy in 1992. 

Multi-family starts, however, will 
rise again this year, providing the sin- 
gle bright exception to the housing 
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4254 


3898 / 
3568 3598 
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SOURCES: PowerWest, CPA, Nickle Daily Oil Bulleti: 
1993-94 forecast by PowerWest. 
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SOURCE: CMHC. 
1993-94 Forecast. 


construction picture. Highly 
affordable condominiums are a 
favourite with cautious consumers, 
including the dwindling numbers of 
first-time buyers. 

Total housing starts are expected 
to be down again in 1994, this time 
by a marginal amount. With the 
_ absence of any large, non-residential 
investment project, the expiry in 
_ 1993 of the provincial government 
energy sector incentives, and the 
_ continued focus on deficit reduction, 

employment growth will remain mod- 

est. Alberta, a magnet for migrants 

during the late 1980s and early 
1990s, will lack the economic growth 
needed to attract newcomers. They 
' will be drawn instead by the im- 
proved outlook of Ontario and other 
provinces. Without newcomers to 
sustain their numbers, the first-time 
buyer age group will continue to 
decline and demand will fall for some 
types of housing. Excess supply in 
some sub-markets will undermine the 
multi-unit construction market. 


RR mE 


Resale Markets 
Sustained by 
Affordability 


The market for resale houses will 
perform somewhat better than the 
market for new houses, with sales 
retreating only 5 per cent in 1993. 
Excellent affordability has helped the 
resale market. An excess supply of 
active listings, particularly in Calgary 
and Edmonton, has moderated price 
increases. Low prices and lower-than- 
expected mortgage rates continued to 
attract first-time buyers from the rent- 
al market during the first six months 
OLN 903: 

The starter-home market, which 
has been strong since early 1992, is 
in turn boosting the move-up mar- 
kets. The average resale price in 
Alberta will rise by more than 3 per 
cent in 1993 as demand switches to 
more expensive houses during the 
second half of the year. 

Factors similar to those influenc- 
ing the market for new homes will 
lead to another decline, a modest one, 
in 1994 resales. The resale market is 
even more dependant on infusions of 
new arrivals who become first-time 


Key Provincial Indicators 
Alberta 


Real GDP (% Change) 
Employment (% Change) 
Unemployment Rate (%) 


Housing Starts (Units) 


Total 
Singles 
Multiples 
MLS Sales (Units) 
Average MLS Price (Dollars) 


113558 


buyers, since about 80 per cent of 
starter-home purchases are existing 
houses. Reduced demand from first- 
time buyers means lower growth in 
the price of starter homes; this in turn 
weakens demand from move-up buy- 
ers for houses in higher-priced seg- 
ments of the resale market. 


Little Improvement 
Expected in Rental 
Markets 

Changing demographics, in particular 
declining numbers of people in the 
19-24 age group, suggest that land- 
lords must depend on older age 
groups and low levels of construction 
to bring back lower vacancy rates. 
Indicators suggest that the vacancy 
rate has peaked in Calgary and will 
peak in early 1994 in Edmonton. 
Declines will be modest throughout 
1994 because a weak job market will 
reduce job-seeking migration to a 
trickle. Construction of new rental 
accommodation is expected to 
remain low, with some new projects 
aimed at high income renters.@ 


1993) 1994) 
1.3 25 28 
-0.5 0.3 0.6 
9.5 9.5 9.4 


18573 17100 16800 
14125 12300 12500 
4448 4800 4300 
38545 36500 36000 
117250 120000 


SOURCES: CMHC, The Canadian Real Estate Association; Statistics Canada and The Conference Board of 


Canada. 
(F) Forecast by CMHC. 
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British Columbia 


by Helmut Pastrick 


Highlights 


mu Resale housing market 
revives in second quarter of 
1993. 


ms Economy to pick up as 
province’s exports grow and 
more residents arrive. 


gw Overall housing activity will 
remain high in 1994 


Housing Market Very 
Active 

Residential investment continued to 
be one of the key engines of growth 
for British Columbia’s economy in 
1993. As interest rates started to 
decline in early 1993, MLS volume 
rose. Housing starts have stayed up 
and housing prices have continued to 
reach new heights. 

Meanwhile, the high price of land 
has caused more home builders and 
buyers to opt for multiple-unit forms 
of housing, which are more afford- 
able than single-detached units. A 
substantial portion of the province’s 
housing starts in 1993 have been mul- 
tiple-unit properties, and the demand 
for condominiums continues to 
climb. Another spin-off has been 
reduced floor space for multiple 
units. Nevertheless, a number of con- 
straints have hampered the housing 
construction industry, in particular 
the single-detached segment of the 
business. Price remained a primary 
concern, although the cost of housing 
improved slightly. 


PROVINCIAL HOUSING OUTLOOKS 


Resale activity picked up in the 
second quarter when mortgage rates 
dipped. However, volume levelled 
off in June and then declined in July. 
MLS volume was down about 10 per 
cent compared to the same date in 
1992, in large part because of the 
drop in demand for single-detached 
houses. 

Despite the sales drop, resale hous- 
ing prices kept climbing to record lev- 
els. Double-digit increases have been 
the norm, making it a seller’s market. 
In the second quarter, falling interest 
rates more than offset the increase in 
house prices, making houses more 
affordable overall. Higher prices also 
brought more listings onto the market 
in the second quarter, which should 
help to contain price increases in the 
future. 

A drop of more than 10 per cent in 
single-detached starts caused overall 
housing starts to taper off in the sec- 
ond quarter of 1993. Multiple-unit 
starts held their ground, though, as 
condominium construction jumped 
by one-third, offsetting lower rental 
and public activity. 

Several factors are restricting the 
housing construction industry at pre- 
sent. Both metropolitan Vancouver 
and Victoria have a shortage of devel- 
oped lots for single-detached units. 
Difficulties in obtaining water and 
sewage services concern builders in 
the Kelowna area. In general, build- 
ers need a substantial amount of 
equity and good pre-construction 
sales to get financing for construction 
projects. As financing has become 
harder to get from banks, the custom- 
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ary source of funds, some developers 
have turned to locally based credit 
unions and pension funds. These non- 
traditional sources now have a grow- 
ing share of the capital market. 


1993-94 Outlook | 


Economy Gains 
Momentum 


Increasing growth 1s the outlook for 
the province’s economy in the re- 
mainder of 1993 and in 1994. The 
export sector should get a boost from 
strengthened U.S. and Japanese 
economies and the weakness of the 
Canadian dollar. The lumber industry — 
and the tourism field will benefit 
most. The pulp, paper, and newsprint 
sectors will recover more slowly 
because of stiff external competition 
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SOURCE: CMHC. 
1993-94 Forecast. 


and rising demand in Canada for recy- 
cled paper. 

Competition will keep the mining 
sector in the doldrums. Minimal 
growth is forecast in investment 
spending. In particular, excess pro- 
duction capacity in the resources sec- 


| tor should dampen investment in 


non-residential projects. Spending on 
machinery and equipment will rise 
slightly, fuelled by environmental 
requirements and the need for new 


| technology. As the provincial govern- 
| ment curtails further capital spend- 
| ing, residential investment will likely 


continue to be the bright spot in the 
economy. 

Substantial population growth is 
also fuelling the economy. Population 
increases are projected to remain well 


| above 2 per cent annually for the next 


two years, due primarily to the high 
rates of migration to the province. 
Following a record number of new- 
comers in 1992, migration should 
ease off in 1993 and 1994. Economic 


_ Tecovery in central Canada will trans- 


late into fewer domestic migrants for 
British Columbia. International mi- 
gration, however, will remain up. Net 


_ migration to B.C. should stay high, 
_ but decline from the record level of 


1992. 


Housing Activity to 

Stay High 

Housing starts and resale activity are 
expected to remain buoyant in both 
1993 and 1994. Attractive mortgage 
rates, a high volume of migration to 
the province and an improving econ- 
omy will sustain activity. In this thriv- 
ing environment, the main constraints 
are affordability and a limited supply 
of new houses. Although the housing 
cycle is in the mature phase of an up- 
swing, the high level of activity will 
continue to be fairly constant through- 
out 1994. 

Housing construction in 1993 is 
forecast to break the 1981 record, 
with about 43,000 starts in each of 
1993 and 1994. Construction will 
increase this year to provide for de- 
mand not satisfied in 1992. The multi- 
ple-unit sector will continue to take a 
larger share of the new housing mar- 
ket because its prices are more afford- 
able and the supply of lots for 
single-detached houses is limited. 

A record number of condominium 
starts are expected in response to con- 
sumer demand for more affordable 
housing. Much of this activity is in 
Vancouver. An impressive amount of 
sales prior to construction in some 
projects and the caution of lenders 
will likely limit speculative construc- 
tion in 1994. However, the demand 


Key Provincial Indicators 
British Columbia 


Real GDP (% Change) 
Employment (% Change) 


Unemployment Rate (%) 


Housing Starts (Units) 
Total 
Singles 
Multiples 
MLS Sales (Units) 
Average MLS Price (Dollars) 


189999 


for condominium units at ground 
level exceeds the supply. 

Moderate price increases are ex- 
pected in 1994, compared to the price 
jump of more than 10 per cent in 
1993. The 1994 price increase will 
likely be a shade higher than the infla- 
tion rate. Price increases will moder- 
ate in part because more new homes 
will be completed and ready to sell. 
Nevertheless, production limitations 
spell greater price increases for new 
houses than for resale houses, and 
some demand will shift to the resale 
market. 

This market, blessed by favour- 
able mortgage rates and improving 
consumer confidence, is heading for 
another high volume sales year. Once 
again affordable housing should be 
the strongest segment in 1994. 

The rental market will continue to 
have an adequate supply of available 
units. There will be a moderate 
amount of rental unit construction, 
and a small portion of the existing 
rental stock will be converted to con- 
dominium use. Higher levels of em- 
ployment in 1994 should boost the 
demand for rental units. Offsetting 
this trend, however, is the loss of 
some renters to the ownership mar- 
ket, which will continue to free up 
units. Moderate rent increases are 
expected during 1994. @ 


3.4 3.8 4.0 
139 29 2.6 
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18600 
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SOURCES: CMHC, The Canadian Real Estate Association, Statistics Canada and The Conference Board of 


Canada. 
(F) Forecast by CMHC. 
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Total 


(units and annual per cent change) 


1988 1989 1990 1991 1992 1993) 1994) 
NFLD 3168 5550 3245 2836 22041 2200 2200 
% 18.1 ELG -8.2 -12.6 -19.9 -3.1 0.0 
PEI 1151 815 762 J53 644 550 600 
% 23.4 =29.2 -6.5 -27.4 16.5 -14.6 cal 
NS 5478 Sea, 5560 aL 4673 4150 4200 
% -15.2 -2.2 3.8 -7.0 -9.7 -11.2 12 
NB 3621 3681 2683 Dav 2 3310 35a0 3500 
% -2.6 Leaf -27.1 7.0 153 dS -1.4 
QUE 58062 49058 48070 44654 38228 36000 40200 
% -21.7 -15.5 -2.0 -7.1 -14.4 -5.8 hey) 
ONT 99924 93300 62649 52794 ae TL 45500 55500 
%o -5.0 -6.6 -32.9 -15.7 D0 -18.4 PAW) 
MAN 5455 4084 3297), 1950 2310 2050 2500 
% -33.3 -25.1 -19.3 -40.9 18.5 -11.3 220) 
SASK 3856 1906 1417 998 1869 2050 2100 
% -21.2 -50.6 -25.7 -29.6 S73 oo 2.4 
ALTA 11360 14712 17227 12492 S373 17100 16800 
%o a3 25 17:1 -27.5 48.7 -7.9 -1.8 
BC 30487 38894 36720 31375 40621 43100 42800 
% he ZIG -5.6 =13.2 27.4 6.1 -0.7 
CAN 222562 ZS I92 181630 156197 168271 *156300 *170400 
% -9.5 ee -15.7 -14.0 eee -7.1 2.0 


SOURCE: CMHC. 
(F) Forecast. 
* Total does not add due to rounding. 
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Housing Starts 


Singles 


(units and annual per cent change) 


a 1988 1989 1990 1991 1992 1993) 1994) | 
NFLD 2839 2932 2468 2135 1611 1500 1600 
% 12:2 a0 -15.8 -13.5 245 -6.9 6.7 
PEI 704 456 483 376 421 450 500 
% 0.7 -35.2 5.9 -22.2 12.0 6.9 i 
NS 3867 3361 3639 2604 3232 3150 3200 
% -6.1 -13.1 8.3 -28.4 24.1 -2.5 1.6 
NB 2953 2909 2137 2154 2391 2700 2850 
%o -0.1 -1.5 -26.5 0.8 11.0 12.9 5.6 
QUE 27724 24493 24942 22531 18564 17500 19900 
% -11.8 -11.7 1.8 -9.7 -17.6 -5.7 13.7 
ONT 57099 53511 32425 26290 27868 26500 33000 
Io -12.1 -6.3 -39.4 -18.9 6.0 -4.9 24.5 
MAN 3601 2966 2847 1589 1683 1700 2000 
% -22.2 -17.6 -4.0 -44.2 5.9 1.0 17.6 
SASK 2246 1383 1087 tS 1484 1600 1600 
%o -25.0 -38.4 -21.4 -28.7 91.5 7.8 0.0 
ALTA 9671 12345 13809 9778 14125 12300 12500 
To 1.9 27.6 11.9 -29.2 44.5 -12.9 1.6 
BC 17761 21612 18478 18335 21472 19000 18600 
%o 8.6 214 -14.5 -0.8 lend -11.5 -2.1 
CAN 128465 125968 102315 86567 92851 *86400 *95800 
To -8.3 -1.9 -18.8 -15.4 ibs -6.9 10.9 
Multiples 
(units and annual per cent change) 
1988 1989 1990 1991 1992 1993) 1994) _| 
NFLD 329 604 777 701 660 700 600 
%o 116.4 83.6 28.6 -9.8 5.8 6.1 -14.3 
PEI 447 359 279 177 223 100 100 
%o 91.0 -19.7 -22.3 -36.6 26.0 -55.2 0.0 
NS 1611 1998 1921 2569 1441 1000 1000 
%o ESM 2 24.0 -3.9 aa7 -43.9 -30.6 0.0 
NB 668 a2 546 718 919 850 650 
%o -12.0 15.6 -29.3 31.5 28.0 -7.5 23.5 
QUE 30338 24565 23128 22123 19664 18500 20300 
%o -29.0 -19.0 -5.8 24:3 =11.1 -5.9 9.7 
ONT 42825 39826 30224 26504 27904 19000 22500 
%o 6.3 -7.0 Ay -12.3 53 -31.9 18.4 
MAN 1854 1118 450 361 627 350 500 
%o -47.7 -39.7 -59.7 -19.8 73.7 -44.2 42.9 
SASK 1610 523 330 228 385 450 500 
%o =15;3 -67.5 -36.9 -32.4 72.6 16.9 11.1 
ALTA 1689 2367 3418 2714 4448 4800 4300 
%o 30.4 40.1 44.4 -20.6 63.9 7.9 -10.4 
BC 12726 17282 18242 13540 19149 24100 24200 
Io Led 35.8 5.6 -25.8 41.4 25.9 0.4 
CAN 94097 89414 79315 69630 75420 *69900 *74700 
%o List -5.0 =113 12.2 8.3 -7.3 6.9 


SOURCE: CMHC. 
(F) Forecast. 


* Total does not add due to rounding. 
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Housing Starts 


Multiples, by Area and Tenure 


(units) 
Centres 10,000 Population and Over 
All 
Rental/Co-op Total Total Other Areas 
Private Assisted Rental Condo Other* 10,000+ Areas Total 
s 
NFLD 
1992 49 67 116 0 448 564 96 660 
1993 32 70 102 14 480 596 104 700 
1994 78 20 98 22, 420 540 60 600 
PEI 
1992 116 28) 169 0 0 169 54 223 
1993 70 20 90 0 0 90 10 100 
1994 80 10 90 0 0 90 10 100 
NS 
1992 728 60 788 0 S27 £315 126 1441 
1993 340 85 425 20 425 870 130 1000 
1994 350 85 435 15 420 870 130 1000 
NB 
1992 586 49 635 51 67 Tee 166 919 
1993 430 40 470 40 39 549 301 850 
1994 315 20 395 40 40 475 ES 650 
QUE 
1992 6859 894 HEIRS: 4931 5263 17947 ie NEE 19664 
1993 4400 500 4900 5700 6200 16800 1700 18500 
1994 4700 500 5200 6300 6200 17700 2600 20300 
ONT 
1992 e213 15667 17940 Lite 5410 26122 1782 27904 
1993 2350 6950 9300 3750 4520 17570 1430 19000 
1994 2400 7260 9660 5830 5280 20770 1730 22500 
MAN 
1992 76 220 296 (32 42 470 Py) 627 
1993 2 125 200 75 ps) 300 50 350 
1994 200 50 250 100 50 400 100 500 
SASK 
1992 24 81 105 159 34 298 87 385 
1993 25 104 129 166 is) 510 80 450 
1994 50 50 100 175 50 325 | 500 
ALTA 
1992 650 188 838 1778 1130 3746 702 4448 
1993 400 100 500 2800 700 4000 800 4800 
1994 400 100 500 Dots 600 3415 885 4300 
BC 
1992 2626 853 3479 13218 1273 17970 1179 19149 
1993 2600 600 3200 16900 2300 22400 1700 24100 
1994 2800 300 3100 16200 2800 22100 2100 24200 
CAN 
1992 13987 18132 32119 23041 14194 69354 6066 75420 
1993 10722 8594 19316 29465 14764 63545 6305 **69900 
1994 11433 8395 19828 30997 15860 66685 7965 **74700 


SOURCE: CMHC. 
1992 Actual, 1993-94 Forecast. 


* Includes homeowner and unclassified units. 


** Total does not add due to rounding. 
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Housing Starts 


Total New House Price Index* 
(annual per cent change) 


1988 1989 1990 199] Niele 2 1993) 1994) 
ST. JOHN’S 2.3 5.4 Sie Th 0.8 0.0 1.0 
HALIFAX ae) 1.8 0.3 -0.2 ikea 2.0 2 
SAINT JOHN 2.8 5 1.4 0.9 0.9 1.0 1.0 
QUEBEC CITY 8.8 6.9 ahs) 2.8 0.8 -1.0 1.0 
MONTREAL Des) 3.4 pied | 0.6 0.1 1.0 2.0 
OTTAWA Or, 5.6 Sy) -0.4 0.1 -0.2 0.6 
TORONTO 16.6 22.4 -3.8 -15.1 -4.4 -2.6 0.0 
HAMILTON bls 8.4 pS -5.9 -3.6 aoa) iF) 
ST. CATHARINES 6.5 8.4 70 -3.5 -2.4 -2.3 a) 
KITCHENER 9.0 10.3 ZU -7.8 -3.0 -0.1 hes 
LONDON eh on ey, 0.5 0.2 -0.1 om) 
WINDSOR She 8.9 4.4 0.0 -0.1 0.0 230 
SUDBURY- 
THUNDER BAY 3. 6.6 5.6 0.3 -0.5 1.6 IA, 
WINNIPEG be? -0.4 Le, -0.2 -0.1 3.0 DY) 
REGINA 1.6 1.6 LS 2.4 4.6 322 3.0 
SASKATOON jae) 0:7 0.7 -0.8 0.5 3.8 3.0 
CALGARY 8.7 Tee 12.4 Pe | 0.6 4.0 S20 
EDMONTON a1 8.3 15.9 Ce 02 2.8 pee 
VANCOUVER D2 15:6 ah -7.2 8.8 8.0 4.0 
VICTORIA TES 10.0 JAW -1.5 4.9 4.0 3.0 
| CANADA 10.3 bee if -6.9 0.0 0.4 Le 


SOURCE: Statistics Canada. 

(F) Forecast by CMHC. 

.. Figures not available. 

* Includes both house and land components. 
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Total Residential Sales 


(units and annual per cent change) 


1988 1989 1990 1991 1992 1993) 1994) 
NFLD DOA] 2040 1998 1892 1829 1850 1900 
% 16.3 -8.0 ual 53 2333 ipa 27 
PEI 505 626 742 764 604 650 700 
% -0.4 24.0 185 3.0 -20.9 7.6 Da 
NS 5734 5863 6072 5811 7107 7000 6700 
% -2.9 22 3.6 43 22.3 2155 -43 
NB 3518 3490 3316 3259 3550 3800 4000 
% 19.3 -0.8 0) ley 8.9 7.0 5.3 
QUE 30503 30618 28067 28005 31946 32000 33800 
% 2.0 0.4 -8.3 -0.2 14.1 2 5.6 
ONT 160578 142914 102792 126143 131381 122000 134000 
% 19.5 -11.0 281 224 4.2 cake 9.8 
MAN 11129 10375 9356 9521 11383 10750 11000 
% -10.0 -6.8 -9.8 1.8 19.6 -5.6 2.3 
SASK 7301 6850 6405 6505 7829 7150 7200 
% 73 460) 156) 1.6 20.4 egy, 0.7 
ALTA 30368 36249 33085 34360 38545 36500 36000 
% 9.9 19.4 505 3.9 12.2 53 -1.4 
BC 67460 83562 58027 84554 93564 88500 90900 
% 19.7 23.9 -30.6 ASvT 10.7 -5.4 Dek 
CAN** 319313 322587 249860 300814 327738 *3 10200 *326200 
% 14.1 1.0 e235 20.4 9.0 54 oe 
Average Residential Price 
(dollars and annual per cent change) 
1988 1989 1990 1991 1992 1993) 1994) 
NFLD 76828 83284 88654 90822 91590 92000 93000 
% 4.6 8.4 6.4 2.4 0.8 0.4 la 
PEI 65463 74168 69283 71034 T5571 76000 77000 
% 112 13.3 -6.6 os 6.4 0.6 1.3 
NS 79591 82328 84650 86462 89360 91100 92900 
% 0.9 3.4 a8 ot 3.4 1.9 2.0 
NB 72101 75848 WIS. 80897 82478 85100 87400 
% 6.6 50 2.5 4.0 2.0 32 28 
QUE 95367 100517 100811 102795 102311 103500 106600 
% 10.9 5.4 0.3 2.0 -0.5 1.2 3.0 
ONT 161270 184605 175859 173723 162826 159500 162500 
% 18.9 14.5 47, Ae -6.3 -2.0 1.9 
MAN 80427 82401 79961 80445 80686 81500 83500 
% 4.4 2S -3.0 0.6 0.3 1.0 25 
SASK 68355 70416 68963 67697 68406 69900 71500 
% 3.9 3.0 roel 18 1.0 29 28 
ALTA 89554 98542 108675 111482 113558 117250 120000 
% 6.7 10.0 10.3 2.6 1.9 3.3 23 
BC 121040 151504 157616 168235 189999 215000 224000 
% 18.8 pays 4.0 6.7 12.9 13.2 42 
CAN** 131526 148776 143432 149749 150760 *156800 *161500 
% 181 13.1 -3.6 4.4 0.7 4.0 3.0 


SOURCE: The Canadian Real Estate Association. 


(F) Forecast by CMHC. 


* Total does not add due to rounding. 
** Excludes Yukon and Northwest Territories. 
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Vacancy Rate 


Apartment Structures of Three Units & Over 
Privately Initiated, by Metropolitan Area 


(per cent) 
ascot = 
1992 1993 1994 
*Number of 
Units APR OCT APR OCT®! APR® OCT® 
CALGARY 48214 S72 555 7.0 6.0 6.0 ie 
CHICOUTIMI- 

JONQUIERE 8239 4.8 at 5.4 6.1 5 5.9 
EDMONTON 67667 3.8 4.0 5.5 55 5.9 4.8 
HALIFAX 30262 5.5 a7 el We 6.9 6.1 
HAMILTON 43382 2.4 28 28 2.6 2.4 2.0 
KITCHENER 26656 4.2 4.4 5.3 513 yi 5.0 
LONDON 39885 4.1 3.4 3.9 3.5 3.4 3.0 
MONTREAL 456784 6.4 4k 4 6.4 7.4 6.0 6.7 
OSHAWA Mist 4.4 6.1 a8 6.2 55 5.0 
OTTAWA 62196 1.4 ils: 1.8 1.5 iS 6 1.4 
HULL 18157 a5) Sha 3.6 3.4 3.3 3.3 
QUEBEC CITY 70447 5.3 6.3 5.3 5.0 4.2 4.0 
REGINA 12593 5.3 3.6 4.6 4.6 4.8 4.4 
ST. CATHARINES- 

NIAGARA 16825 2.9 3.4 5.3 5.3 AG 4.2 
SAINT JOHN 8010 5.9 6.0 7.8 8.0 fi 7.0 
ST. JOHN’S 4794 7.3 5.6 7.9 57 6.4 5.0 
SASKATOON 17840 7.6 4.4 6.7 4.9 4.0 4.0 
SHERBROOKE 23212 8.6 9.3 8.0 go. W5 7.6 
SUDBURY 10184 a 2.5 onl 4.3 3.5 3.1 
THUNDER BAY 5343 on D5 3.2 3.4 3.8 3.7 
TORONTO 295131 1.9 oe) pal 24 2.6 2.6 
TROIS-RIVIERES 15608 7.9 ae 70 6.0 6.0 6.6 
VANCOUVER 110762 2.8 1.6 226 1.4 1.8 1.5 
VICTORIA 24949 2.6 1.5 pay ile 1.9 185 
WINDSOR 14107 3.6 33 3.0 2.4 2.4 1.5 
WINNIPEG 57198 5.9 6.1 he! 5.2 4.7 4.1 
CANADA** 1499616 4.4 4.8 4.7 4.8 4.4 4.4 


SOURCE: CMHC. 
(F) Forecast. 
* Total number of units in April 1993. 
** Weighted average of Metropolitan areas surveyed. 
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Total 
(units and annual per cent change) 

: 

1988 1989 1990 1991 1992 1993) 1994) 
NFLD 3220 3783 SAZa. 3219 2556 2007 2052 
% 1555 Hie -17.3 2.9 -20.6 -21.5 pao 
PEI 993 927 683 T22. 595 590 590 
% 323 -6.6 -26.3 Sy, -17.6 -0.8 0.0 
NS 5793 4904 5477 4905 5485 4568 4485 
% -10.7 elo Ley, -10.4 11.8 -16.7 -1.8 
NB 3798 3383 2959 2858 3051 2420 2300 
% -3.7 -10.9 -12.5 -3.4 6.8 -20.7 -5.0 
QUE 65224 50855 52630 42720 42323 36450 40600 
% -5.4 -22.0 St -18.8 -0.9 -13.9 (eyselilel 
ONT 88727 99817 80562 59622 63134 49000 51000 
% 0.1 ORS) -19.3 -26.0 5.9 -22.4 4.1 
MAN 5621 6461 4028 2190 2190 2200 2200 
% -26.3 14.9 -37.7 -45.6 0.0 OS 0.0 
SASK 4352 2743 15/5 1241 1554 1884 2007 
% -22.8 -37.0 -42.6 -21.2 DIE? DENG 6.5 
ALTA 11201 12763 17467 12959 16307 17477 L722 
% 20.0 13.9 36.9 -25.8 25.8 Were -1.5 
BC 27603 Sy S5 a 1OS> 29578 36050 38912 39162 

% 16.9 15.0 Se7 -21.5 21.9 79 0.6 | 
CAN 216532 SAME SIA 206163 160014 173245 *1 56000 *162000 
% -0.7 0.4 -5,2 -22.4 8.3 -10.0 3.8 


SOURCE: CMHC. 


(F) Forecast. 


* Total does not add due to rounding. 
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Housing Completions 


Singles 
(units and annual per cent change) 
1988 1989 1990 1991 1992 1993() 1994) 
NFLD 2961 3217 2434 2402 1869 1391 1450 —| 
%o 17.5 8.6 -24.3 et 2D -25.6 4.2 
PEI 678 539 391 438 392 410 480 
% -6.9 -20.5 275 12.0 -10.5 4.6 17.1 
NS 3597 3274 3473 2739 3340 3235 3130 
% sia -9.0 6.1 Niall 21.9 =| =) 
NB 3111 2773 2332 2136 2244 1470 1500 
% -3.4 -10.9 -15.9 -8.4 5.1 -34.5 2.0 
QUE 28980 24456 27199 21190 19590 17000 19300 
% 23 -15.6 11.2 221 -7.6 £132. 13.5 
ONT 58072 54732 43130 27499 30193 27100 29150 
% -5.4 lay 21,2 -36.2 9.8 ALUe 7.6 
MAN 3916 3263 3109 1810 1744 1700 1800 
% -20.6 2167 otal -41.8 -3.6 Ia 5.9 
SASK 2525 1523 1112 884 1278 1516 1586 
%o -29.9 -39.7 297.0 -20.5 44.6 18.6 4.6 
ALTA 9586 10956 14699 9967 12873 12938 12500 
%o 17.4 14.3 34.2 Lp 29.2 0.5 -3.4 
BC 15785 18736 20111 16072 19835 19903 18210 
% 6.5 18.7 a3 E20at 23.4 0.3 5 
CAN 129211 123469 117990 85137 93358 *87000 *89000 
%o -3.0 -4.4 -4.4 227.8 9.7 -6.8 2.3 
Multiples 
(units and annual per cent change) 
| 1988 1989 1990 1991 1992 1993) 1994) 
NFLD 259 566 693 817 687 616 602 
%o 17.8 118.5 22.4 17.9 =15.9 -10.3 -2.3 
PEI 315 388 292 284 203 180 110 
% 46.5 D3 -24.7 2g) -28.5 Se -38.9 
NS 2196 1630 2004 2166 2145 1333 1355 
%o -4.4 25.8 22.9 8.1 -1.0 -37.9 17 
NB 687 610 627 722 807 950 800 
% -4.8 a Wey 28 15.2 11.8 17-7 as 
QUE 36244 26399 25431 21530 22733 19450 21300 
%o 56 | E2762 a7 Ei5.3 5.6 -14.4 9.5 
ONT 30655 45085 37432 32123 32941 21900 21850 
%o leg 47.1 S170 “142 2.5 -33.5 fy 
MAN 1705 3198 919 380 446 500 400 
%o -36.7 87.6 13 25 8a) 17.4 1A -20.0 
SASK 1827 1220 463 357 276 368 421 
%o -10.3 -33.2 -62.0 09 204 33.3 14.4 
ALTA 1615 1807 2768 2992 3434 4539 4712 
To 38.5 11.9 532 8.1 14.8 32.2 3.8 
BC 11818 12999 17544 13506 16215 19009 20952 
%o 34.4 10.0 35.0 -23.0 20.1 172 10.2 
CAN SS) Gee7301 93902 88173 74877 79887 *69000 *73000 
% 3.1 7.5 -6.1 She 6.7 -13.6 58 


SOURCE: CMHC. 


(F) Forecast. 


* Total does not add due to rounding. 
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Labour Markets 


Employment 


(annual per cent change) 


1988 1989 1990 1991 1992 1993() 1994) | 
NFLD 5.5 4.1 0.0 =2.0 -4.6 -0.5 1.1 
PEI 3.8 0.0 1.9 -3.6 -0.0 ies 1.5 
NS 4.6 1.9 1.6 =e, | 24 =10 tee 
NB 2.9 1.4 25 2115) 1.0 1.4 be 
QUE 2.8 1.0 0.8 22.2 tal 0.7 ieee 
ONT a 1.8 =—0.2 23:4 ate 1.9 pao 
MAN 0.4 0.8 14 A ate8 02) 0.4 
SASK -0.4 “let 0.7 02 ans 0.2 0.2 
ALTA 3.5 23 1.4 12 EOS 0.3 0.6 
BC Ant 5.6 2.4 1.4 1.9 D8 2.6 
CAN 3.2 2.0 O7 a1 8 -0.8 [2 1.8 
Unemployment Rate 
(per cent) 
1988 1989 1990 1991 1992 1993) 1994) 
NFLD 16.4 1538 171 18.4 20.2 19.7 19.2 
PEI 13.0 14.1 14.9 16.8 1707 17.0 16.4 
NS 10.2 9.9 10.5 12.0 (ey 14.0 13.8 
NB 12.0 12.5 12.1 12.7 12.8 125 12.4 
QUE 9.4 9.3 10.1 11.9 is 1331 12.9 
ONT 5.0 54 6.3 9.6 10.8 10.7 10.5 
MAN 78 75 ihe 8.8 9.6 9.7 10.0 
SASK ie 7.4 7.0 7.4 oer a5 8.3 
ALTA 8.0 72 7.0 82 9.5 9.5 9.4 
BC 10.3 9.1 8.3 9.9 10.4 9.8 9.0 
CAN nis 7.5 8.1 10.3 1.8 1i2 11.0 


SOURCE: Statistics Canada. 
(F) Forecast by CMHC. 
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Demographics 


Total Net Migration 
(number of persons) 


‘a 1988 1989 1990 199] jae 1993) 1994) 
NFLD -1952 -2314 -770 I PA ps, -3128 -2500 -3200 
PEI 521 ) -127 -1521 561 700 700 
NS 1000 1606 816 2019 -692 -300 -100 
NB -1259 118 1047 -1855 -1933 -1800 -1500 
QUE 14366 21007 26395 34115 26472 26500 29500 
ONT 85969 84506 81827 94741 114312 119000 122500 
MAN -5309 -5975 -3875 -4201 -3511 -2500 -2000 
SASK -14902 -17299 -14064 -8250 -6825 -9000 -10300 
ALTA 2867 13985 239959 15194 8142 9000 9500 
BC 44170 57485 OL755 58107 70290 67000 64000 
CAN* 125471 153419 176961 187074 203688 206100 209100 

ee 


SOURCE: Statistics Canada. 
(F) Forecast by CMHC. 
* Excludes Yukon and Northwest Territories. 
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Major Housing Indicators 


Seasonally adjusted at annual rates 
(levels and quarterly per cent change) 


1 e ee eS 
91:Q4 92:Q1 92:Q2 92:Q3 92:Q4 93:Q1 93:Q2 
| 
New housing 
Building permits, units, thousands 183.8 178.4 167.8 165.3 164.6 Esvel 152.1 | 
% -1.7 -2.9 -5.9 -1.5 -0.4 -8.8 1.4 
Housing starts, total, thousands 180 169 168 169 169 146 154 | 
% 0.8 -6.1 -0.4 0.4 -0.1 -13.6 5 
Housing starts, singles, thousands 95 85 92 92 100 74 80 | 
% -4.2 -10.9 LS 0.4 8.8 =U) 7.0 | 
Housing starts, multiples, thousands 84 84 76 fii 68 7a 74 
% Te3 -0.7 -8.8 0.4 -10.7 3.9 3.9 
Housing completions, total, thousands 158 169 174 179 bi2 149 157 } 
% 5 6.7 oa) 2.8 -3.9 -13.2 5.1 | 
New house price index, 1986=100 134.3 133.8 134.0 134.6 134.9 135.2 135.31 
% -0.2 -0.4 0.2 0.4 0.2 O22 0.5 | 
Existing housing 
MLS resales, units, thousands 2781 311.4 355.9 339.5 326.1 248.6 341.7 
% -2.7 12:0 oe le7 -3.9 -23.8 37.4 
MLS average resale price, $C thousands 147.1 146.2 1504 153.4 154.2 1515 154.6 | 
% -0.7 -0.6 pes) Pips Wiss) -1.8 2.0 | 
Mortgage market | 
Mortgages outstanding, $C billions 260.5 266.3 272.8 278.8 286.2 2900 294.7 | 
% 2.4 D3: 2.4 22 2.6 ees 13 
Mortgage approvals, $C billions 70.1 $3.2 713.8 85.6 90.8 64.5 * 
% -9.5 18.7 -11.5 16.3 6.1 -29.0 | 
1-year mortgage rate, per cent* 3.92 8.67 8.17 6.50 Sal TSS 72a 
5-year mortgage rate, per cent* 10.18 10.00 9.93 8.71 9.42 9132 8.95 | 
Residential investment** | 
Total, $1986 billions 31.9 323 82.6 32.9 33:0 30.9 3158} 
% 1.4 1.9 0.3 0.9 0.1 -6.2 0.4 
New, $1986 billions 15.8 15.5 15.4 155 Le [3 14.8 | 
% 9 -1.6 -0.5 0.4 ite -2.7 -3.5 | 
Alterations, $1986 billions LO 10.1 10:1 10.1 10.3 OF 9.4 | 
% -0.8 -0.7 0.5 -0.5 1.6 -5.3 -3.0 | 
Transfer costs, $1986 billions 6.0 6.9 va (8 7.0 5.9 6.8 
% -5.7 15.8 i) 4.1 5.2 -15.4 162 
Deflator, 1986=100 319 132.7 BEET 135.0 133;5 136.0 1372 4 
% -0.6 0.6 0.8 1.0 0.4 0.4 1 


. Figures not available. 


* All indicators are seasonally adjusted except 1- and 5-year mortgage rates. 


SOURCES: CMHC, Statistics Canada, Bank of Canada, The Canadian Real Estate Association. 


** Residential investment includes outlays for new permanent housing; conversion costs; the cost of alterations and improvements; supplementary costs; and transfer costs. 


36 NATIONAL HOUSING OUTLOOK — THIRD QUARTER 1993 


e 


Govern nent 
Publications 


CA | 
MH SO 
CMHC $°2 SCHL 
elping to house Canadians 


Annual subscription (4 issues) $66 + GST — Catalogue No. NH12-9E 
Single issue $16.50 + GST — Catalogue No. NH12-9-1993-4E 


© Canada Mortgage and Housing Corporation 1993 
ISSN 0849-1852 
Printed in Canada 


CMHC offers a wide range of housing-related information. For details, contact your local CMHC office. 


CMHC subscribes to Canada’s Green Plan. Quantities of our publication are limited to market demand; updates are 
produced only when required; and recycled or environmentally-friendly stock and environmentally-safe inks are used 
wherever possible. 


fel 


Canada 


ee 


NATIONAL HOUSING OUTLOOK 
FOURTH QUARTER, 1993 


MARKET ANALYSIS CENTRE 
CANADA MORTGAGE AND HOUSING CORPORATION 


Forecast prepared November, 1993 


For further national information call the Market Analysis Centre: 


Anh Trinh — Director 

Gilles Proulx — Chief Economist 

Tim Elliot — Economist, Capital Markets 
Michel Laurence — Economist, Sectoral Analysis 
Leonard FitzPatrick — Economist, Modelling and Forecasting 
Greg Goy — Manager, Local Markets Analysis 
For further provincial information please contact: 

Mac Woodman (Newfoundland) 

Brian Martin (Newfoundland) 

Ralph Freeze (Prince Edward Island) 

André Moore (Nova Scotia) 

Anne Traboulsee (Nova Scotia) 

Bruce Read (New Brunswick) 

Al Coady (New Brunswick) 
Jean-Francois Dion (Quebec) 

Alex Medow (Ontario) 

Richard Goatcher (Manitoba) 

Terry Kozak (Manitoba) 

Paul Caton (Saskatchewan) 

Bruce McDonald (Saskatchewan) 

Laurie Scott (Alberta) 

David Peever (Alberta) 

Helmut Pastrick (British Columbia) 


CMHC Market Analysis publications available include: 


e National Housing Outlook (quarterly) — $66 annual subscription* 
e Canadian Housing Markets (quarterly) — $44 annual subscription* 
e Mortgage Market Trends (quarterly) — $44 annual subscription* 


e Six new Renovation Market publications — $11.50 each* 
— National Renovation Markets 


— Atlantic Renovation Markets 
— Quebec Renovation Markets 
— Ontario Renovation Markets 
— Prairie Renovation Markets 
— British Columbia Renovation Markets 


* Plus GST 


(613) 748-2577 
(613) 748-2574 
(613) 748-2506 
(613) 748-2737 
(613) 748-2552 
(613) 748-2582 


(709) 772-4034 
(709) 772-2096 
(902) 566-7467 
(902) 426-8465 
(902) 426-8465 
(506) 452-3796 
(506) 452-3381 
(514) 283-4488 
(416) 495-2000 
(204) 983-5648 
(204) 983-8503 
(306) 975-4900 
(306) 780-5889 
(403) 482-8700 
(403) 292-6200 
(604) 666-2925 


To subscribe call (819) 956-4802 or fax your request to Canada Communication Group — Publishing Division 
(819) 994-1498. Subscriptions can also be obtained by completing and mailing the postage paid business 


reply card attached to the publication. 


Please contact the market analyst in the CMHC branch nearest you or the Market Analysis Centre directly for 


information on CMHC’s local reports listed below: 


e Real Estate, Builders’ and Housing Forecasts for all major metropolitan areas (semi-annual) 


e Rental Market Survey Reports for all major metropolitan areas (semi-annual) 


e Local Market Housing Reports (monthly/quarterly) 


Market Analysis Centre 

Canada Mortgage and Housing Corporation 
700 Montreal Road 

Ottawa, Ontario 

. KIA OP7 

Tel. No: (613) 748-2969 

Fax No: (613) 748-2402 


Cette publication est aussi disponible en frangais sous le titre Perspectives nationales du marché de 


l’habitation — N° de catalogue : NH12-9F. 


NATIONAL HOUSING OUTLOOK 


Housing starts climb 
again 


Residential construction markets 
rose slightly in the third quarter of 
1993 in the second consecutive 
advance of the year. This brought 
third-quarter housing starts to 
159,500 units on a seasonally- 
adjusted-annual-rate basis 
(SAAR), up 3.9 per cent from 
153,500 units in the second 
quarter. 


The advances are largely due to 
low interest rates and the two 
government homeownership incen- 
tive programs. The growth might 
have been even bigger if not for 
the halting pace of economic 
recovery and ongoing consumer 
caution. Indeed, new residential 
construction has been checked by 
an abundant supply of vacant rent- 
al units and plenty of both new 
and existing homes for sale. 


The third quarter gains were 
narrowly based, reflecting higher 
starts of multiple units, mainly in 
British Columbia. For all cities 
combined, construction of multi- 
ples rose to 68,200 units SAAR, 
up 8.1 per cent from 63,100 units 
during the preceding quarter. 


Meanwhile, construction of 
single-detached dwellings in cities 


inched down 2.6 per cent to 
62,900 units SAAR. Smaller 
centres and rural areas saw starts 


increase by 10.1 per cent, but this 


- amounted to only 28,400 units 
SAAR. 


) 


The hesitant pace of the econ- 
omy was also reflected in the 
resale market. Sales of existing 
homes through the Multiple List- 
ing System (MLS)* slid to an 


annual rate of 304,100 units 


SAAR , or 11.0 per cent less than 
in the second quarter. 


Average prices in the existing 
market were virtually stable, fol- 
lowing an increase of 2.0 per cent 
during the second quarter. The 
pause was mainly due to reduced 
activity and levelling off of prices 
in the very active and high-priced 
British Columbia market. 


_ _ Eee 
Housing starts to 
reach 165,500 
units in 1994 


a 


Gradual pace of 
expansion will continue 


Canada’s economy will continue 
to expand at a moderate pace over 
the next year. This will keep infla- 
tion and interest rates down, thus 
ensuring that homebuying remains 
affordable, but these benefits will 
be offset by other trends less 
favourable to housing markets. 


Following an increase of 2.5 per 
cent this year, the nation’s gross 
domestic product will expand fur- 
ther by slightly more than 3.0 per 
cent in 1994. Much of the growth 
will come from a strong export 
performance, and, to a lesser 
extent, business investment in 
machinery and equipment. Con- 
sumer spending will contribute 
too, as confidence recovers gradu- 
ally after falling to a three-year 
low in the second quarter of 1993. 
Expansion will be limited, how- 


* Multiple Listing Service (MLS) is a registered 
certification mark owned by the Canadian Real 
Estate Association. 


ever, by large public sector defi- 
cits at all levels of government. 


The limited growth will mean 
low inflation and this, along with 
low interest rates in the U.S., 
should mean that mortgage rates 
continue to stay down in Canada. 
In fact, the slow recovery and low 
inflation both in Canada and 
around the world could bring the 
rates down even further. The 
affordable borrowing rates will 
encourage homeownership, as will 
stable house prices and a gradual 
improvement in consumer in- 
comes. 


The economic expansion will 
retain some features that are detri- 
mental to housing demand. Re- 
structuring will continue, affecting 
middle-income groups the main 
clientele for home purchasing and 
move up markets. As well, house 
prices will rise only gradually and 
will not keep pace with inflation 
in most regions. This trend will 
undercut investment motives in 
home buying. 


Housing Starts 
Units Thousands (Annually) 
CANADA 


1992 1993* 1994* 
“Forecast 


ss MuttipLes 


1988 1989 1990 1991 


HM SINGLES 


SOURCE: CMHC. 
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Move-up buyers are back 


An informal survey conducted among CMHC’s network of market analysts in 
major centres shows that, after the slowdown of the past few years, move-up 
buying has resumed, although at a gradual pace. The trend in both the new 
and the resale markets is towards larger, more expensive homes, and away 
from the smaller entry-level variety. This means more people are seeking sin- 
gle-detached homes, or larger, more expensive semi-detached, row-house and 
condominium units. 


This return of move-up buyers is a heartening sign. It is happening even 
though economic expansion has been slow and prices are rising in only a few 
of Canada’s housing markets. 


Of course, the situation varies across the country. While repeat and move- 
up buyers are very active in Vancouver and Victoria, any vitality in Ontario, 
Quebec and the Atlantic region is coming from first-time buyers and from 
repeat buyers who are not necessarily moving up. 


An increase in move-up buying normally signals the expansion phase of 
the business cycle. In the early phase of recovery, first-time buyers tend to 
kick-start the market as interest rates fall, houses become more affordable and 
they are able to release demand pent up during the recession. Then, gradually, 
as house prices rise and owners benefit from equity build-up in their homes, 
move-up buyers become more active. Their presence is especially important 
for builders because move-up buyers tend to prefer not only larger homes, but 
also new homes. 


In the current economic environment, two contradictory phenomena are oc- 
curring. The low prices in most markets are discouraging move-up buying, 
since owners do not expect to gain equity quickly. At the same time, how- 
ever, the price gap between the types of homes selected by first-time buyers 
and those selected by the move-up has narrowed. This has made move-up buy- 
ing more affordable and is encouraging some consumers to move-up more 
quickly than they normally would. 


If this trend continues, and it likely will, it will lead to more new construc- 
tion and more resales of higher-priced units. But as with everything else in 
this recovery, such a shift appears to be a gradual process. For example, there 
will be more activity toward the mid-price segment of the market rather than 
the high-price one. 


In the longer term, the move-up market will also be greatly affected by the 
fact that the baby boomers will pass their peak years of family raising during 
the 1990s. 


The influences shaping the move-up market in the coming years will there- 
fore include: 


— GRADUAL MOVE-UP: With gradual price increases, homeowners 
are not gaining equity quickly, which means move-ups will occur at a 
slow pace. 


— MORE AFFORDABILITY: Moving-up is more affordable now than 
it has been for many years, since the price gap between entry-level and 
luxury homes is relatively small and mortgage rates are low. 


— CHANGING LIFE STYLE: The aging of the baby boom generation 
and an increasing number of empty nesters may mean more repeat buy- 
ing but not necessarily move-ups in the traditional sense. The move 
may be from a standard bungalow to an upper-range condominium unit. 
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Finally, a significant factor in 


housing demand is a rising popula- 


tion. However, this effect is some- 


what dampenend now. This is 
because new immigrants consti- 
tute a large share of total popula- 
tion growth and, compared to 
other residents, their demand for 
housing is restrained due to lower 
incomes and larger households. 


1994 to bring moderate | 


recovery 


The coming year will see a con- 
tinuation of the gradual recovery 
in housing markets, with starts 
forecast to rise a moderate 6.0 per 
cent. This will bring the starts to- 
tal to 165,500 units in 1994, up 
from the projected 1993 overall 
level of 156,100. 


The construction of single-de- 
tached units will climb 8.1 per 
cent to 92,400 units, recovering 
the ground lost this year when the 
singles total fell. Repeat buyers, 
including those moving up to 
larger homes, will provide some 
additional stimulus to that market 
in 1994. Construction of multiple 
units will increase 3.5 per cent to 


Mortgage Rates 
Per cent 
Major Financial Institutions 


== {YR 


ee NR 


SOURCE: Bank of Canada Review. 
1993-94 CMHC forecast. 


Ontario Starts Rate down from 
late 1980s and very iow com- 
pared to other regions 


CANADA ONTARIO OTHER 


PROVINCES 


Hi 1987-91 
SOURCE: CMHC. 


1992-93 


73,000 units, resulting in only a 
partial recovery from the 6.5 per 
cent decline this year. 


The new year’s outlook will be 
shaped by regional and local 
trends, particularly in Ontario. 
Just as this province was the ma- 
jor factor in the overall drop in 
housing activity during 1993, it 
will be the main source of growth 
next year. This year’s slump in 
Ontario has been due to reduced 
construction of social housing 
units. The strength in 1994 will 
come from the private ownership 
market that will warm up as more 
people find jobs in the province’s 
recovering manufacturing and 
export sectors. The market will 
also benefit from a reduced supply 
of new units, particularly condo- 
minium units in the Toronto area. 
This reduced stock will stimulate 
new construction. 


As the chart on this page 
shows, housing supply is not keep- 
ing up with population growth in 
Ontario. For 1993, the province 
| can expect 45,300 housing starts, 
but a population increase of nearly 


200,000 people. This is a rate of 
about 225 starts for every 1,000 
extra people and is in sharp con- 
trast with the situation in other 
regions of the country and that of 
Ontario during the 1980s. The rate 
elsewhere in Canada is about 500 
units to each 1,000 additional 
people. This discrepancy is due, 
at least in part, to the fact that 
much of Ontario’s population 
growth comes from high immigra- 
tion and recent immigrants tend to 
form larger households, hence 
they tend to require fewer homes 
than other residents. 


The current weakness in 
Ontario’s new construction market 
is due to various other factors as 
well: economic conditions, sur- 
plus housing stock and the aging 
of baby boomers bringing them 
past the family-raising years and 
reducing their interest in large 
homes. The market should recover 
as economic conditions improve 
and some of the surplus stock is 
absorbed. But even the expected 
gains in the new year will leave 
Ontario at a relatively lower rate 
of starts per additional 1,000 peo- 
ple than other regions or com- 
pared with its records in the late 
1980s. 


In Quebec and, to some extent, 
Manitoba, the recovery in manu- 
facturing will also contribute to 
increased employment and hous- 
ing demand. Demand has been 
strong all year in Alberta and in 
British Columbia, but 1994 should 
see some cooling off in these 
heated markets and a slower pace 
of starts as a result. 


Resales to rise in 1994 


The resale market will experience 
an overall decline in 1993, but it 
should start to bounce back in the 
coming year. Home sales through 
the MLS system are expected to 


stand at 301,700 in 1993, a drop 
of 7.9 per cent from the year be- 
fore. This will be mainly due to 
market softness early in the year 
following the interest rate hikes at 
the end of 1992. As demand gradu- 
ally firms up, total sales should in- 
crease by 5.8 per cent in 1994. 


The average resale price for 
Canada will rise by a modest 2.5 
per cent in 1993, less than was ear- 
lier expected. This low rate is 
mainly due to a slowdown in activ- 
ity in the British Columbia market 
and a levelling off of prices there. 
Nevertheless, resale prices in that 
province will have climbed 11.6 
per cent by the end of the year. 
Other provinces will see at least 
some price increase, except for 
Ontario and P.E.I. which will post 
declines. For 1994, prices overall 
are expected to climb by between 
1 and 4 per cent. # 


Housing Starts and 
Residential MLS Sales 
Seasonally adjusted at annual 
rates 

Units Thousands (Qirly) 
Canada 
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PROVINCIAL HOUSING OUTLOOKS 


Newfoundland 


Third quarter sees 
markets edge up 


Low interest rates and reduced 
downpayment requirements 
boosted homebuying activity 
during the third quarter, a trend 
that should lead to marginal 
growth in the province’s housing 
markets for 1993. Total starts for 
the year are expected to increase 
by a modest 3.5 per cent. 


Awareness that now is a good 
time to buy prompted many 
people to do so in recent months 
and released some of the demand 
held in check previously by 
consumer caution. In addition, 
reduced supplies of completed and 
unoccupied homes in urban cen- 
tres and an increase in rural area 
activity hiked singles starts during 
the third quarter. Multiple-unit 
starts also rose during this period 
by 13.4 per cent because of in- 
creased government-assisted 
construction, particularly in rural 
areas. The resale market also bene- 
fitted from conditions favouring 
homeownership with third quarter 
MLS sales at their highest level 
since 1988. As a result, total pro- 
vincial MLS sales will post mar- 
ginal gains in 1993, following 
four years of reduced activity. 


Next year, however, the per- 
formance of Newfoundland’s 
housing markets will be mixed. 
On the one hand, job uncertainty 
and out-migration from the prov- 
ince will put a damper on the cur- 
rent rate of activity. Multiple-unit 
construction will decline as a 
result of fewer starts of both 
government-assisted housing and 
single-detached homes with base- 
ment apartments. This will contrib- 
ute to a forecast 6.4 per cent drop 


in total housing production for 
1994. On the other hand, an abun- 
dant supply of affordable homes 
and increased demand from the 
move-up segment will boost total 
MLS sales by 2.7 per cent in 1994. 


_ _ Eee 
Housing market 
performance 
in Atlantic 
will be stable 
in 1994. 


a 
Prince Edward Island 


Markets boosted by 
development projects 


The province’s housing markets 
should receive a large boost in the 
fourth quarter of 1993 because of 
a sunny economic forecast. The 
main development is the long- 
awaited fixed link project which is 
already underway after the recent 
signing of the implementation 
agreement. A second major 
project, the new GST processing 
centre, began operations in Octo- 
ber. A third bonus to the economy 
is this year’s potato harvest which 
is off to an excellent start and 
should ring up high selling prices 
at least double those of last fall. 


All these factors will push 
single-detached construction for 
1993 up by 14 per cent over last 
year, while sales of existing 
homes should increase by 5 per 
cent. The average sale price of 
existing homes will decline, how- 
ever. This is primarily because 
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most of the economic growth will 
occur in the less expensive areas 
outside Charlottetown. 


Improvements in the economy 
will continue throughout 1994 
despite ongoing restructuring and 
anticipated downsizing in the pro- 
vincial government. Starts of sin- 


gle-detached homes are forecast to © 
increase for the third year in arow | 
in 1994, while apartment construc- — 


tion declines. The resale market 
will experience increased sales 
and a higher average price in 1994 
as a result of the substantial eco- 
nomic recovery. 


Nova Scotia 


Moderate gains forecast 
for 1994 


Total housing starts in Nova 
Scotia are forecast to decline to 
4,150 units in 1993, but edge up 
to 4,300 units in 1994. The 
growth will be mainly in singles 
starts and will be due to modest 
job growth, continued low mort- 
gage rates and the government 
incentive program for first-time 
home buyers. The provincial 
government introduced an addi- 
tional incentive this fall a sales tax 
rebate on materials for new houses 
(to a maximum $3,000). Although 
considered a good move, the 
rebate is expected to have only a 
moderate impact on the housing 
industry in 1994. 


As anticipated, third-quarter 


construction declined significantly | 


from the same period last year 
mainly due to fewer apartment 
starts this year. Single-unit starts, 
however, are on par with last year 
and are expected to rise slightly in 
1994. 


Multiple-unit housing starts are 


forecast at 1,000 units in 1993 and | 


Housing Starts 
Units Thousands (Annually) 


Atlantic Region 


88 89 90 91 92 93* 94* 
MEE FLD =a NS “Forecast 


PEI EERE NB 


SOURCE: CMHC. 


1100 units in 1994. These levels 
are well below the traditional aver- 
age of 2,200 units annually over 
the last ten years. The decline is 
mainly because of high vacancy 
rates in most cities in the prov- 
ince. The change for 1994 will 
result from the distribution of the 
multiple starts. Almost all will be 
located in Halifax where low inter- 
est rates and proactive civic offi- 
cials are attracting developers 
back to the market in spite of the 
city’s high vacancy rates. 


Annual MLS sales volumes are 
forecast to remain high this year 
and next. Although monthly sales 
have slipped downward over the 
third quarter after a strong first 
half, year-to-date sales are four 


| per cent higher than those re- 
| corded in 1992. This may reflect a 


greater proportion of resales being 
listed in the MLS, rather than an 


| increased demand for existing 


units. This restructuring will 
likely peak in 1993, and resale 


| activity in 1994 will probably 


decline slightly, as housing 


demand levels off. The combina- 
tion of a higher number of sales 
and a constant number of active 
listings will result in modest price 
increases in 1993 and 1994. 


New Brunswick 


Gains forecast for 1993, 
but slight downturn for 
1994 


Total housing starts will increase 
by 12 per cent in 1993, but drop 
off somewhat in 1994 as the slow 
pace of economic expansion and 
high unemployment continue. 


In 1993, multiple-unit construc- 
tion will lead the market, but this 
sector will slow down in the com- 
ing year as the rental market 
becomes oversupplied. The 
decline in multiples, coupled with 
merely a slight increase in single- 
family starts, will result in a 5.4 
per cent downturn in housing 
activity next year. 


The all-important urban home- 
ownership market, a barometer of 
consumer confidence, has im- 
proved only marginally over last 
year, and starts actually decreased 
during the summer months. This 
trend reflects the rather fragile 
nature of the current economic 
recovery. Although, the economy 
may expand by 3 per cent next 
year, limited wage increases and 
an unemployment rate of over 12 
per cent will keep the lid on new 
residential construction. 


Both 1993 and 1994 will see 
only modest improvement in sales 
through the local real estate 
boards. Despite low mortgage 
rates and historically affordable 
prices throughout the province, 
consumers do not feel secure 
enough about the future to take on 
more debt by moving up to more 
expensive homes. A weak move- 
up market and a stalled first-time 
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buyer market will place little 
upward pressure on prices both 
this year and next. 


Quebec 


Starts, sales and prices to 
rise in 1994 


Quebec’s housing starts will finish 
off at 35,500 units in 1993, mak- 
ing this the sixth year in a row to 
post a decline. However, 1994 
will see a recovery, with the starts 
total to reach 39,500 by the end of 
the year. 


The weak performance in 1993 
will be due to reduced job opportu- 
nities and incomes, along with a 
sluggish resale market and a high 
stock of vacant units. These condi- 
tions were particularly apparent in 
the third quarter which saw activ- 
ity level off after a 25 per cent 
gain in housing starts in the sec- 
ond quarter. The third quarter 
total was 37,400 starts at a season- 
ally adjusted annual rate. 


For 1993 as a whole, new 
single-detached homes will 
decrease by 5.7 per cent and multi- 
ple housing by 8.5 per cent. In this 
latter sector, a drop in rental hous- 
ing construction has cancelled out 
the increase in condominium, 
semi-detached, and row housing 
units. 


Recovery in 1994 will come as 
a result of many factors, including 
the gradual return of move-up buy- 
ers, encouraged by more sustained 
job growth and a stronger resale 
market. Single-family home con- 
struction, which is generally in- 
tended for this client type, will 
rise by 10.8 per cent from 1993, to 
19,400 starts in 1994. The multi- 
ples market will reach 20,100 
starts, 11.7 per cent more than in 
1993. This increase will be due to 
more new condominiums, many of 
them mid-range or upscale units. 


homeownership incentive pro- 
grams also helped boost existing 
home sales from the lows experi- 


Housing Starts Ontario 


Units Thousands (Annually) 
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Rental housing construction, on a 
free fall since 1988, will stabilize 
in 1994 as a result of the gradual 
decrease in the vacancy rate. 


Like new construction, the 
resale market will finish down in 
1993 and up in 1994. Resales fell 
in the third quarter of 1993, after a 
rise in the second. This decline 
will bring the year’s total to 
31,500 MLS sales, 1.3 per cent 
less than in 1992. MLS sales in 
1994 should go back up to 33,000 
units, thanks to more favourable 
economic conditions. Higher 
sales, along with a larger market 
share for more expensive proper- 
ties, will produce a 3 per cent rise 
in the average MLS price in 1994, 
compared to a meagre 0.8 per cent 
increase this year. 


1994 


The slow pace of job creation in 
Ontario this year took its toll on 
consumer confidence, which in 
turn put a damper on the prov- 
ince’s housing markets. The worst 
news was in the multiples market 
where starts plunged by 43.7 per 
cent during the first three quarters 
bringing the estimated total for 
1993 to 18,800. By contrast, 
singles starts dropped only a 
modest 5.9 during the same 
period, making the forecast total 
for the year 26,500. 


Most of the decline in multiples 
was due to a drop in government- 
assisted rental and co-op construc- 
tion. The decrease in privately 
built condominium and other mul- 
tiple-units starts was not as steep, 
and private rental construction 
rose slightly, the only segment of 
the market to post any gains. 


__ Ee 
Economy 
and immigration 
will boost 
Ontario market 
next year. 


a 


Existing home sales suffered a 
downturn in the early part of the 
year but recovered somewhat due 
to an influx of first-time buyers. 
These were drawn into the market 
by low prices and low interest 
rates, producing the most afford- 
able mortgage carrying costs in 
over five years. Government 
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enced at the outset of the year. 
Despite this rebound, the resale 
market should finish 7.9 per cent 
lower this year than last. The aver- 
age MLS price will be down 2.5 
per cent. 


Next year’s forecast is more 
favourable because of an im- 
proved economy and high immi- 
gration levels. Economic recovery 
in the United States, along with a 
low Canadian dollar, is expected 
to hike Ontario’s manufactured 
goods exports and promote full- 
time jobs. This will bring wel- 
come relief to an economy that 
has seen much full-time employ- 
ment replaced by the part-time 
variety and consumer confidence 
fall as a result. However, employ- 
ment growth will occur at a slower 
rate than was the case at the end 
of previous recessions. 


The growth of the population 
due to high immigration and 
migration from other provinces 
should boost housing demand in 
1994 and stimulate the market. 
The province is experiencing the 
biggest immigration wave in 
decades, and anticipates stronger 
levels of migration from other 
parts of Canada in the near future. 


As a result of these factors, 
move-up buyers should increase 
in 1994 and push singles starts up 
by 18.9 per cent to 31,500. Mullti- 
ples will rise to 22,500 starts, as 
the inventory of newly completed 
and unoccupied homes becomes 
depleted. The growth in this mar- 
ket will be in condominiums, mod- 
estly priced semi-detached units 
and row houses. Ontario’s average 
MLS price should climb modestly 
in 1994 as favourable borrowing 
rates pump up demand amidst a 
diminishing supply of new 


listings. Existing home sales next 
year should jump 11.7 per cent, 
fuelled by growing consumer 
confidence. 


Manitoba 


Sustained recovery 
predicted for 1994 


Housing markets in Manitoba 
have been generally weaker than 
expected this year despite lower 
mortgage rates, stable prices and 
improved affordability. Although 
new housing starts have equalled 
last year’s, resales have failed to 
reach 1992 levels. However, the 
province’s labour market im- 
proved during the third quarter, 
suggesting a more sustained 
recovery for 1994. 


The expansion will be due to 
stronger exports of manufactured 
goods and livestock, along with 
increased investments in telecom- 
munications and pharmaceuticals. 
These promising factors may be 
offset somewhat, however, by 
continued retrenchment in the fi- 
nancial and transportation indus- 
tries, chronic weakness in the 


Housing Starts 

Units Thousands (Annually) 
Manitoba and Saskatchewan 
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resource sector and further cut- 
backs in public spending. 


In the new single-detached mar- 
ket, starts in 1993 will reach about 
the same total as last year and rise 
to slightly less than 2,000 units in 
1994. This forecast might have 
been greater if not for the inven- 
tory surplus created over the sum- 
mer months. In contrast, 
multiple-unit starts have faltered 
this year due to oversupplied rent- 
al markets and fewer publicly- 
funded projects. Improvements in 
1994 will come from a stronger 
condominium market moderated, 
however, by additional social 
housing cuts. 


After heavy activity in 1992, 
resales have subsided to more sus- 
tainable levels during 1993. Next 
year, this sector can expect a mod- 
est resurgence. As for average 
resale prices, these have remained 
static in Manitoba since 1991 with 
only marginal increases in 1993. 
More balanced market conditions 
and stronger demand from move- 
up buyers should push prices 
upwards in 1994. 


Saskatchewan 


Modest economic growth 
expected 


Saskatchewan’s economy is 
expected to grow 2.6 per cent in 
1994, fuelled by activity begun in 
1993 in primary industries such as 
mining, oil exploration and natu- 
ral gas development. The agricul- 
ture forecast is also promising 
since diversification of crops into 
canola and other alternative 
grains, along with better yields, 
has limited the impact of poor 
weather on 1993’s harvest. 


The economic upturn should 
translate into new jobs, particu- 
larly in the service sector. On the 
down side, the province recently 
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reduced hospital services in sev- 
eral rural communities in a first 
phase of health care reform, and 
this has meant job losses. 


Housing markets in Saskatoon 
and other urban areas have been 
quite busy during 1993, but 
Regina has experienced a slow- 
down because of reductions in 
company relocations. The city has 
seen fewer new single-detached 
homes go up, and, as a result, the 
total number of singles built in 
1993 in Saskatchewan will be 
about the same as in 1992. 


Economic growth in 1994 
should improve this trend, encour- 
aging more move-up house con- 
struction in all Saskatchewan 
cities and prompting an upsurge in 
new singles in towns close to 
primary industries. In addition, the 
aging of the population will create 
demand for low-maintenance 
condominiums and spur the build- 
ing of more apartment and town- 
house condominiums in Regina, 
Saskatoon and other cities. 


Although resales have remained 
stable, the limited inventory of 
existing-home listings will mean 
higher prices in 1994 and will also 
contribute to a greater number of 
starts in the new year. Move-up 
buyers will be disappointed by the 
low number of listings to choose 
from and will have to satisfy their 
demand with new construction. 

At the same time, the surplus of 
rental housing in cities will be 
reduced through in-migration of 
families from rural Saskatchewan 
and the slow pace of new rental 
construction. 


Alberta 


Housing demand softening 


Growing inventories of completed 
and unoccupied units suggest that 
housing demand is softening in 


gas, as collection and distribution ing into the province will also fuel 
pipelines are expanded to serve demand, although this influx will 
increasing international demand. be offset somewhat by a decline in 
newcomers from other provinces. 
In addition, consumer confidence 
should recover next year after 
being constrained during the past 
two quarters by job uncertainty 
and tax increases. Excess supply, 
which is not accompanied by a 
large drop in demand, is usually a 
short-term occurrence and does 
not cause a cyclical downturn. 


Housing Starts 

Units Thousands (Annually) 
Alberta and British Columbia 
55 In housing markets, new con- 
struction and resales are expected 
to decline during the fourth quar- 
ter and through 1994. Demand 
will continue to soften as aging of 
the population results in the for- 
mation of fewer households, while 
negligible employment growth 
discourages migration. At the 
same time, developers will seek to 


reduce inventories of completed 6 rE 
and unoccupied units before begin- 
pert Nl New construction 


) ; : British Columbia ayy ° 
Be aus ae we aes Wns will inch down in 
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| ; British Columbia’s housing mar- 
Alberta, at least a the major ket turned in a mixed performance and Alberta. 
centres. Another sign 1s the 


faeries Rape pees in the third quarter as resale activ- 
Seine 1 Sine ere aCe ets ity turned down, while starts 


during the third quarter, although 
the development of large condo- 
minium projects has continued. 


picked up. In addition, resale 
prices slid downwards, as new 
house prices rose. Although pur- 


Stimulated by healthy con- 
sumer demand, housing activity 


iden- should remain high in 1994, | 
ark ee: ay os chasers became more selective, Be seis Bee PI ee: | 
ue SEES TON over ule quarter, the right product at the right price s P | 
bringing housing starts to 5,200 fn a eae recent years will have levelled off. 
units, or 18,100 units at a season- Sales of existing houses will 
ally adjusted annual rate. The main driving force in the likely stay strong since prices 
current market is affordability. have reached record levels follow- | 
Resale markets have shown a “14: RCD tire © | 
De ee eee Developers are building more ing double-digit price increases | 
h if os ne Sacaee wey multiple-unit housing and smaller- over the past two years. However, 
: asin 0 ee hone sr eee sized units in an effort to offset new ground-oriented housing will ) 
o-date basis in Ca . : 
14 Baty ao ; high land costs and to keep the be faced with supply constraints, | 
Edmonton, but have increased in ; oh: 
et purchase price within reach of keeping prices higher than they | 
several smaller cities. These ; : | 
potential consumers. New con- would otherwise be. The apart- 
centres have benefitted from oil re Te 
Ne en hes ale struction would be even more ment condominium market, par- 
8 P a active than it already is, but it is ticularly high-rises, will be more 
lesser extent, from an influx of ee : a ; 
neauee seal eing held back by tight financing competitively priced. Pre-selling 
retiring farm families. 
and land supply constraints for requirements in this sector should | 
For 1994 as a whole, the out- ground-oriented housing. limit speculative excesses. | 


look is very slow economic expan- 
sion and job growth due to the 
winding down of major construc- 
tion projects and provincial gov- 
ernment expenditure cuts. The key 
stimulus to the economy will still 
be exports, particularly natural 


Next year should see continued 
strong housing demand because of 
a better job market, excellent mort- 
gage rates and the ongoing effects 
of the two government homeown- 
ership incentive programs. High 
numbers of new immigrants com- | 
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Housing Starts 


Total 


(units and annual per cent change) 


1988 1989 1990 199] 1992 1993) 1994) 
NFLD 3168 3536 3245 2836 Lad A 2350 2200 
% 18.1 11.6 -8.2 -12.6 -19.9 m8) -6.4 
PEI tS 815 762 eh 644 600 620 
% 23.4 -29.2 -6.5 -27.4 16.5 -6.8 ape 
NS 5478 Sse 5560 SNS: 4673 4150 4300 
% -15.2 -2.2 3.8 -7.0 9.1 a 9 3.6 
NB 3621 3681 2683 2872 33.00 3700 3500 
% -2.6 ea -27.1 7.0 13 11.8 -5.4 
QUE 58062 49058 48070 44654 38228 35500 39500 
% -21.7 ees) -2.0 -7.1 -14.4 -7.1 133 
ONT 99924 93553.) 62649 52794 DS LZ 45300 54000 
% -5.0 -6.6 “3.9 -15.7 5.6 -18.8 Loe 
MAN 5455 4084 5297 1950 2310 2150 2450 
% -33.3 Zo -19.3 -40.9 18.5 -6.9 14.0 
SASK 3856 1906 1417 998 1869 2000 2100 
%o FA -50.6 -25.7 -29.6 87.3 7.0 5.0 
ALTA 11360 14712 1227 12492 LS3y5 17700 16700 
% Bye ake Ms) iil -27.5 48.7 -4.7 -5.6 
BC 30487 38894 36720 31875 40621 42600 40100 
% abe, 27.6 -5.6 -13.2 27.4 4.9 -5.9 
CAN 222562 215382 181630 156197 168271 *156100 *165500 
% -9.5 -3.2 -15.7 -14.0 det -7.2 6.0 


SOURCE: CMHC. 
(F) Forecast. 
* Total does not add due to rounding. 
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Housing Starts 


Singles 
(units and annual per cent change) 
1988 1989 1990 1991 1992 1993(F) 1994) 
NFLD 2839 2932 2468 2135 1611 1600 1600 
% i122 3.3 -15.8 =13.5 -24.5 07 0.0 
PEI 704 456 483 376 421 480 520 
% 0.7 -35.2 5.9 22922 12.0 14.0 go 
NS 3867 3361 3639 2604 3232 3150 3200 
% -6.1 SEG 8.3 2224 24.1 225 1.6 
NB 2953 2909 2137 2154 2391 2550 2750 
% -0.1 NS -26.5 0.8 11.0 6.6 78 
QUE DBE 24493 24942 22531 18564 17500 19400 
% ies elie 1s 20.7 -17.6 2507 10.9 
ONT 57099 53511 32425 26290 27868 26500 31500 
% et -6.3 -39.4 -18.9 6.0 -4.9 18.9 
MAN 3601 2966 2847 1589 1683 1700 1950 
% 00 1-6 -4.0 -44.2 5.9 1.0 14.7 
SASK 2246 1383 1087 775 1484 1525 1625 
% 295.0) -38.4 eed OLS 91.5 oS 6.6 
ALTA 9671 12345 13809 9778 14125 12300 12000 
% 1.9 27.6 11.9 £993 44.5 -12.9 274 
BC 17761 21612 18478 18335 21472 18200 17900 
% 8.6 214 -14.5 -0.8 ie 152 -1.6 
CAN 128465 125968 102315 86567 92851 *85500 *92400 
% ES B10 -18.8 -15.4 13 79 Sul 
Multiples 
(units and annual per cent change) 
1988 1989 1990 1991 1992 1993) 1994) 
NFLD 329 604 aaa 701 660 750 600 
% 116.4 83.6 28.6 26.8 -5.8 13.6 -20.0 
PEI 447 359 279 177 223 120 100 
% 91.0 Sony 223 -36.6 26.0 -46.2 -16.7 
NS 1611 1998 1921 2569 1441 1000 1100 
% B12 24.0 -3.9 33.7 -43.9 -30.6 10.0 
NB 668 1p 546 718 919 1150 750 
% 22,0 15.6 -29.3 31.5 28.0 25.1 -34.8 
QUE 30338 24565 23128 22193 19664 18000 20100 
% -29.0 -19.0 25:8 ate: Sie 285 11.7 
ONT 42825 39826 30224 26504 27904 18800 22500 
% 6.3 £70 -24.1 Bone) 5.3 -32.6 19.7 
MAN 1854 1118 450 361 627 450 500 
% “AT 7 -39.7 597 219.8 Te R0 ine 
SASK 1610 523 330 223 385 475 475 
% 3158 -67.5 -36.9 =304 72.6 23.4 0.0 
ALTA 1689 2367 3418 2714 4448 5400 4700 
%o 30.4 40.1 44.4 -20.6 63.9 21.4 -13.0 
BC 12726 17282 18242 13540 19149 24400 22200 
% 1.1 35.8 5.6 Se 41.4 27.4 -9.0 
CAN 94097 89414 79315 69630 75420 *70500 *73000 
%o ITA =i) Bie Hee 8.3 -6.5 3.5 


SOURCE: CMHC. 


(F) Forecast. 


* Total does not add due to rounding. 
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Total Residential Sales 


(units and annual per cent change) 


1988 1989 1990 1991 1992 1993) 1994(F) 
NFLD 0217 2040 1998 1892 1829 1850 1900 
% 16.3 -8.0 4 153 3B Ll 2.7 
PEI 505 626 742 764 604 650 700 
%o -0.4 24.0 18.5 3.0 -20.9 7.6 12 
NS 5734 5863 6072 5811 7107 7300 7200 
% 219 2.2 3.6 -4.3 22.3 2.7 =134 
NB 3518 3490 3316 3259 3550 3600 3700 
% 19.3 -0.8 5 0 Sel 8.9 1.4 pm: 
QUE 30503 30618 28067 28005 31946 31500 33000 
% 2.0 0.4 -8.3 “072 14.1 -1.4 4.8 
ONT 160578 142914 102792 126143 131381 120000 134000 
%o 19.5 211.0 P28 2251 4.2 ou 11.7 
MAN 11129 10375 9356 9521 11383 10350 10700 
% -10.0 -6.8 08 0: 19.6 -9.] 3.4 
SASK 7301 6850 6405 6505 7829 7330 6950 
% 15 612 -6.5 1.6 20.4 -6.4 50 
ALTA 30368 36249 33085 34360 38545 37000 36000 
% 9.9 19.4 =u) 3.9 122 -4.0 Shy 
BC 67460 83562 58027 84554 93564 82100 85000 
% 19.7 23.9 -30.6 45.7 10.7 “123 3.5 
CAN** 319313 322587 249860 300814 327738 *301700 *319200 
%o 14.1 1.0 BINS 20.4 9.0 eS 5.8 
Average Residential Price 
(dollars and annual per cent change) 
1988 1989 1990 1991 1992 1993) 1994) 
” NELD 76828 83284 88654 90822 91590 92000 93000 
% 4.6 8.4 6.4 2A 0.8 0.4 ee 
PEI 65463 74168 69283 71034 75571 74000 75000 
% 112 13.3 -6.6 2.5 6.4 =o 1.4 
NS 79591 82328 84650 86462 89360 92300 94500 
%o 0.9 3.4 De oa 3.4 3.3 2.4 
NB 72101 75848 TMs 80897 82478 85000 87000 
% 6.6 5.2 2.5 4.0 2.0 3.1 2.4 
QUE 95367 100517 100811 102795 102311 103100 106200 
%o 10.9 5.4 0.3 2.0 -0.5 0.8 3.0 
ONT 161270 184605 175859 173723 162826 158800 161500 
% 18.9 14.5 -4.7 12 -6.3 25 ey, 
MAN 80427 82401 79961 80445 80686 81300 83200 
% 4.4 pas -3.0 0.6 0.3 0.8 2.3 
SASK 68355 70416 68963 67697 68406 71750 72800 
% 3.9 3.0 2 13 1.0 4.9 1.5 
ALTA 89554 98542 108675 111482 113558 117750 120500 
%o 6.7 10.0 10.3 2.6 1.9 3.7 2.3 
BC 121040 151504 157616 168235 189999 212000 220000 
%o 18.8 252 4.0 6.7 12.9 11.6 3.8 
| CAN** 131526 148776 143432 149749 150760 *154600 *159200 
%o 18.1 13.1 -3.6 4.4 0.7 2.5 3.0 


SOURCE: The Canadian Real Estate Association. 
(F) Forecast by CMHC. 

* Total does not add due to rounding. 
** Excludes Yukon and Northwest Territories. 
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Major Housing Indicators 


Seasonally adjusted at annual rates 
(levels and quarterly per cent change) 


SOURCES: CMHC, Statistics Canada, Bank of Canada, The Canadian Real Estate Association. 
.. Figures not available. 
* All indicators are seasonally adjusted except 1- and 5-year mortgage rates. 
** Residential investment includes outlays for new permanent housing; conversion costs; the cost of alterations and improvements; supplementary costs; and transfer costs. 
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EK ri 
92:Q1 92,02 92:Q3 92:Q4 93:Q1 93:Q2 93:Q3 
New housing 
Building permits, units, thousands 178.4 167.8 165.3 164.6 150.1 E5226 161.3 
% -2.9 -5.9 -1.5 -0.4 -8.8 Dae 3.7 
Housing starts, total, thousands 169 168 169 169 146 154 160 
% -6.1 -0.4 0.4 -0.1 -13.6 55 3.9 
Housing starts, singles, thousands 85 D2 SB 100 74 80 79 
% -10.9 ao 0.4 8.8 -25.7 7.0 -0.8 
Housing starts, multiples, thousands 84 76 16) 68 yal 74 81 
% -0.7 -8.8 0.4 -10.7 3.9 39 8.9 
Housing completions, total, thousands 170 Is) 176 172 150 158 179 
% 6 2.8 09. -2.7 -12.4 4.7 13.8 
New house price index, 1986=100 133.8 134.0 134.6 134.9 eee 135.9 136.4 
% -0.4 0.2 0.4 0.2 0.2 0.5 0.4 
Existing housing 
MLS resales, units, thousands 311.4 333.9 5399 SWAG | 248.6 341.7 304.1 
% 12.0 Je edi -3.9 -23.8 37.4 -11.0 
MLS average resale price, $C thousands 146.2 150.1 153.4 154.2 Nhe i 154.6 154.7 
% -0.6 aan Dee 0.5 -1.8 2.0 0.1 
Mortgage market 
Mortgages outstanding, $C billions 2063 21258 278.8 286.2 290.9 294.9 298.0 
% 2: 2.4 pip? 2.6 LF 1.4 1.1 
Mortgage approvals, $C billions $32 73.6 85.6 90.8 64.5 GAO 
% 18.7 -11.5 16.3 6.1 -29.0 8.7 
1-year mortgage rate, per cent* 8.67 Say 6.50 8.15 135 7.25 6.50 
5-year mortgage rate, per cent* 10.00 DOS 8.71 9.42 9:32 O70 8.75 
Residential investment** 
Total, $1986 billions 3255 32.6 32.9 3220 Sled. etley 31.0 
% 1.9 0.3 0.9 0.1 -5.8 zed -2.1 
New, $1986 billions JtSes) 15.4 15:5 LS i533 14.8 14.4 
% -1.6 -0.5 0.4 iN) -3.1 -2.9 -2.8 
Alterations, $1986 billions 10.1 10.1 10.1 10.3 9.9 9.8 9.8 
% -0.7 0.5 -0.5 1.6 -3.9 -1.1 1.0 
Transfer costs, $1986 billions 6.9 Gall TS LO 5.9 gel 6.8 
% 15.8 etl 4.1 ae -14.6 19.9 -4.7 
Deflator, 1986=100 So) eee 135.0 55 136.2 138.1 138.6 
% 0.6 0.8 1.0 0.4 0.5 1.4 0.4 
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